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“Corner grocery store” for jobs—Staff 
meeting of the air—Employment stabiliza- 
tion order—Labor force for 1943—Aug- 
menting farm labor—Eastern workers for 
western shipyards. 


{ With the USES geared into the machinery of the 
WMC—a move effected by the Executive order of 
September 17—the local offices of the national man- 
power employment network have been called sharply 
to the attention of all citizens eager to assume their 
fullest measure of responsibility in appropriate jobs— 
jobs in which their strength and talents will con- 
tribute most to the winning of the war. 

In a Columbus Day radio address President 
Roosevelt likened the local offices of the USES to 
“corner grocery stores’, conveniently located to 
serve the public and prepared to advise and direct 
job-seeking citizens to their right places on the 
production front. 

In the words of the President: “Every citizen 
wants to know what essential war work he can do the 
best. He can get the answer by applying to the 
nearest United States Employment Service office. 
There are 4,500 of these offices throughout the Nation. 
They are the corner grocery stores of our manpower 
system. . . . prepared to advise every citizen where 
his skills and labors are needed most and to refer 
him to an employer who can utilize them to best 
advantage in the war effort.”’ 


{Telegrams and letters have poured in from the 
field to record an enthusiastic reception of the first 
Nation-wide staff meeting held by the USES via the 
air lanes. The broadcast was over a closed circuit 
of Mutual Network on Sunday, September 13, 1942. 
Approximately 4,600 USES employees gathered in 
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Mutual Studios in 37 States and the District of 
Columbia to hear WMC’s Chairman, Paul V. 
McNutt, its Director of Operations, Brigadier General 
Frank J. McSherry, and the Director of the USES, 
John J. Corson, underscore the importance of the 
relationship existing between the USES and WMC 
in the Nation’s war effort. 

Said Mr. McNutt: “The United States Employ- 
ment Service is the organization through which the 
solution of the manpower problem will be carried out. 
If there is another job which is more important to 
the winning of the war, outside of the actual fighting 
on the battlefronts, I do not know it. 

“That job is to take our manpower policies and 
plans and translate them into action. You are on 
the firing line where our programs and the American 
people meet. 

“You, in your daily work, are fighting this war just 
as surely as if you were flying a plane in Libya or 
operating a submarine in the Pacific. You carry 
just as great a responsibility to our country as does 
any soldier in uniform. In fact, the lives of our 
soldiers in battle, the outcome of the war itself, depend 
on how well you man the farms and factories which 
must supply our Army and Navy.” 

General McSherry commented: “A great deal of 
the training of new workers for industry takes place 
in the public vocational schools throughout the 
country. But they cannot function properly unless 
you, in the Employment Service, with your knowl- 
edge of industry’s needs tell them how many people 
to train and what kind of work to train them for. It 
is through you, too, that we obtain the information 
on labor supply and labor requirements which form 
the basis of all our policy decisions—decisions 
which you in turn carry out. That is why I say that 
our major operating arm in the Manpower Commis- 
sion is the U. S. Employment Service. We depend 
on you and expect a great deal of you.” 

Mr. Corson pointed to difficult days ahead: “As 
your job increases in scope and significance, you will 
find it necessary to make increasingly important 
decisions on your own—decisions which will have a 
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direct and vital bearing on the conduct of the war. 
We shall be in the limelight and we must be prepared 
to stand up under the full glare without flinching. 
That means that we must act on the basis of knowledge, 
not guesswork, and that we must be scrupulously fair 
in the way we use our knowledge. If we do that, we 
shall be able to meet all comers with complete self- 
confidence.” 


§ Local offices in 12 Western States—the first “critical 
labor area” designated by WMC—are helping with 
the employment stabilization plan set up to halt 
pirating and migration of workers from copper mining 
and lumbering industries. States in the area are 
Arizona, Colorado, Idaho, Montana, Utah, Wyoming, 
California, Nevada, Oregon, Washington, New 
Mexico, and Texas. Designation of the critical area 
was made imperative as a result of the seriously re- 
duced output of copper, other nonferrous metals and 
lumber. With certain exceptions, workers in the non- 
ferrous metal and lumber industries, effective Septem- 
ber 7, were estopped from switching to other jobs, 
while employers may now release workers only after 
obtaining a certificate of separation from the USES. 
In addition, gold mining was halted to release addi- 
tional workers for the nonferrous metal mines and to 
safeguard the interests of both workers and employers; 
local manpower committees and appeals machinery 
were set up. 


§ Appearing before the House Committee on Labor 
Migration the WMC Chairman told the legislators 
that the Nation would need a labor force of 65 million 
by December 1943. Mr. McNutt predicted that 
1 out of every 4, and perhaps every 3, nonworking 
housewives will be needed to reach this strength, as 
well as many youthful and older persons. Among the 





sources of labor supply, he referred to the more than 
7 million students in the 14 to 18 age group whose part- 
time help would make a sizable contribution to the 
Nation’s manpower strength. 


§ Farm employment increased from 11,249,000 on 
August 1 to 11,390,000 on September 1, 1942—a 
slight increase for the month of August. The total 
number of farm workers on the latter date was, how- 
ever, slightly below the 1941 figure. Crop prospects 
indicated that total farm production would be 13 
percent higher than in any previous year. Only in 
isolated instances was it reported that labor shortages 
had interfered with farm activities. Wages and short- 
distance transportation continued as factors aggravat- 
ing farm problems in many areas. 

Inter-State and inter-area transportation of farm 
workers, however, has been facilitated by the pro- 
vision of government funds. Administered by the 
Farm Security Administration, these funds are used 
to augment the labor supply in areas in which the 
USES certifies the existence of a need that cannot be 
met within a 200-mile radius. The funds facilitated 
the bringing of workers from the South to farms in 
New England and New York during August and 
September. They also made possible importation of 
3,000 Mexican Nationals for farm work in the United 
States, particularly in California sugar beet fields. 


q As of October 5, the USES for New York had 
received more than 4,000 applications in the mass 
recruitment of workers for the Kaiser shipyards in 
Portland, Oregon. The Kaiser Company reported 
2,331 hires during the first week of October, with 90 
percent secured through the recruitment efforts of the 
USES. This was the first of the mass recruitment 


activities proposed for surplus labor areas such as 
New York City. 








HIGHLIGHTS OF EMPLOYMENT SECURITY ACTIVITIES IN AUGUST 


Placements: 982,777—2 percent below July 1942; but 46 percent above August 1941. 

Initial Claims: 385,927—31 percent below July 1942; 25 percent below August 1941. 

Waiting-Period Claims: 329,107—34 percent below July 1942; 45 percent below August 1941. 

Compensable Claims: 2,252,662—17 percent below July 1942; 8 percent below August 1941. 
Unemployment-Compensation Payments: $28,252,116—13 percent below July 1942; but 7 percent above 


August 1941. 
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The Impact of War on 


Unemployment Compensation 
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PROBLEMS AHEAD 


SUPERFICIALLY THIS WOULD APPEAR to be a time of economic security. War has brought us close to 
a goal which peace did not achieve—a job for every man in fulfillment of his basic, inalienable right to work. 
Wages are high. The output of the Nation is tremendous. Insecurity, it would seem, has surely been vanquished. 

Realistically, however, this is illusory. Many in the country today face uncertainty. Millions of men are 
awaiting the call from jobs in civilian life to service in the armed forces. Millions of others await the transfer to 
jobs in war industry. Unemployment persists to an appreciable extent because of material shortages or the closing 
down of less essential industries. Millions of women may be called from homes to industrial jobs or farm work. 

Insecurity, in fact, has been an attendant factor of all modern economic progress. Every decade of expansion 
of the industrial system has increased it, and this war has brought the danger of its consequences into sharp focus. 
Thus the question is not infrequently asked, What will be the worker’s fate in the aftermath of the war? 

One thing is certain. A difficult period of readjustment will follow the peace. During that period soldiers who 
have waged war and workers who have produced food, clothes, and weapons will need a bridge over which they 
may walk with dignity above the chasm of unemployment and deprivation. Unemployment compensation, 
more than any other device, can and should build that bridge. 
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Let us look at the problem and the growing liabil- 
ities ahead—problems and liabilities which will un- 
doubtedly increase with the progress and the duration 
of the war. 

During the summer of 1942 in practically every 
State of the Union, the employment security program 
experienced a sharp drop in the number of claims for 
unemployment compensation. The periods during 
which workers draw benefits are of increasingly short 
duration. At the same time, despite experience 
rating, rapidly expanding pay rolls and low benefit 
costs combine to send reserves to higher levels. 

Even though reserves in this period are growing, 
experience rating is cutting the average rate of con- 
tributions from employers to as low as one percent 
in some States as compared with the 2.7-percent rate 
which prevailed a few years ago. 

Unemployment compensation in this country is 
based on the proposition that funds should be built up 
in good times to be available for benefits when business 
suffers reverses. The reduction in employer contri- 
bution rates during war times when pay rolls are at 
their highest levels in history decreases the rate at 
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which reserves could be accumulated and makes it 
likely that employers will be faced with higher rates 
at the close of the war when least able to afford them. 
While not the only device by which security can be 
fostered, unemployment compensation is foremost 
among the weapons against the insecurity of unem- 
ployment. With its scope broadened it can provide 
assurance of minimum protection to every worker. 
Administrators of unemployment compensation 
would be derelict in their responsibilities if serious 
thought were not given to this problem. Now is the 
time to ask: How adequate is the system, and how can 
it be strengthened to withstand the pressure of transi- 
tion unemployment when our economy changes from 
war to peace? What kind of benefits will be best 
suited to the post-war readjustment? What funds will 
be required at that time? How should these funds be 
raised? For how long a period should unemployment 
compensation benefits be forthcoming? What addi- 
tional workers should be covered? What about family 
responsibility and dependents’ benefits? Uniform dur- 
ation of benefits for every worker? Extension of ben- 
efits for war workers? And, especially important 
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what special program of benefits should be devel- 
oped to compensate men in the armed forces who 
have sacrificed wage credits to shoulder arms? 

These and other problems that war creates mean 
new responsibilities for unemployment compensation 
and new duties for those engaged in its administration. 
Outstanding among them is the need for future 
planning NOW. 

Much of the planning to be done will depend, of 
course, on the length of the war. But, however long 
that may be, the necessity is here to plan for the orderly 
demobilization from war to peace and unemployment 
compensation is unquestionably one of the important 
social security devices that can help. 

Inevitably, when victory is won the production of 
munitions and war equipment will end abruptly. 
Some war contractors will lock their doors and millions 
will be laid off. There wiil, of course, be some indus- 
tries, like shipbuilding and aircraft, which may con- 
tinue at high production levels for some years. 
Nevertheless, unemployment compensation reserves, 
even though they are reckoned in billions of dollars, 
may be inadequate. In highly industrialized States 
where post-war conversion will not be a serious 
problem, unemployment compensation systems may 
be able to meet their post-war obligations, but other 
States less favorably situated may not be able to do so. 
Practically all war workers will have benefit rights and 
may be expected to claim them as they lose their jobs. 
The very magnitude of the war effort in this country 
is an index of the claims that may follow, unless the 
Government can stimulate business or provide suffi- 


cient public works to stabilize employment. Further- 
more, instead of the huge pay rolls of the pre-war 
period, we shall have to depend largely on reserves, 
supplemented by the current income from taxes on 
the lower pay rolls of establishments in private indus- 
try that have weathered the war period. These 
establishments, if they have been assigned minimum 
contribution rates through experience rating during 
the war, will naturally resist an increase in rates if 
they are struggling to keep afloat in a great post-war 
depression. 

It is apparent that if unemployment compensation 
is to meet the test of peace, now is the time to perfect 
it. Otherwise, measures may be of a makeshift char- 
acter and fall wide of the mark. Perfection of course, 
is not easy of attainment, but we can set our eyes in 
the right direction. To invoke the wisdom of Brown- 
ing, ‘““A man’s reach should exceed his grasp, or, what’s 
a Heaven for?” The present, obviously, is the time to 
extend our reach. Administrators would prove un- 
worthy indeed of the exploits of Pearl Harbor, Mid- 
way, Guam, the Philippines, and the Coral Sea were 
they to neglect the opportunity that lies in the unem- 
ployment compensation program, to help “‘win the 
peace.” Improvement and extension of every phase 
of the system is a task pressing upon them. For, 
disbursing unemployment compensation benefits now 
accumulating to the credit of the greatest labor force 
America has ever known, will be a job second only 
to that of finding jobs for millions in the post-war 
world.—Ewan CLacue, Associate Director, Bureau of 
Employment Security. 


AMENDMENTS TO U. C. LAWS—1942 


DURING 1942 Congress and the legislatures of 15 States 
convened in either regular or special sessions, and the employ- 
ment security laws of 12 of these States were amended in one 
or more respects. Especially noteworthy was the legislation 
enacted in New York and Rhode Island. New York amended 
its unemployment compensation law to pay benefits with 
respect to days rather than weeks of unemployment. Rhode 
Island became the pioneer State to establish a system for the 
compensation of unemployment resulting from illness, benefits 
to become payable April 1, 1943. 

As a result of the sharp increase in unemployment, resulting 
from conversion of the automobile industry to war-production 
purposes, Michigan liberalized its benefit formula by raising 
the weekly benefit amount from 4 to 5 percent of high quarter 
earnings, increased both its maximum and minimum weekly 
amounts, and increased the maximum number of weeks for 
which the claimant could receive benefits. These more liberal 
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provisions are to remain in effect, however, only until May 31, 
1943, at which time, in the absence of further legislation, 
Michigan will revert to its previous benefit formula. 

Several States liberalized benefit provisions through changes 
in one or more factors of the benefit formula. The most wide- 
spread changes were those resulting in increases in the minimum 
and maximum weekly benefit amount and in benefit duration, 
and in reduction of the waiting period. Four States enacted 
provisions to protect benefit rights of workers called into mili- 
tary service, making a total of 42 States which now have such 
‘freezing’ provisions. In addition, a few important amend- 
ments were adopted with respect to contributions and employ- 
ment exclusions. 

(For a more detailed discussion of amendments to State 
unemployment compensation laws during 1942 see article 
entitled “Unemployment Compensation Legislation of 1942.” 
Social Security Bulletin, September, 1942.) 
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Working with 
the States 


» 6-6 ae 
JOHN J: CORSON 


Director 
Bureau of Employment Security 


THE RELATIONSHIPS between the Federal and 
State Governments in the administration of the unem- 
ployment compensation program are unique in 
American Government. The Social Security Board 
has the responsibility for certifying to the Secretary 
of the Treasury that employers subject to the Federal 
Unemployment Tax Act are entitled to credit against 
that tax to the extent to which they have paid con- 
tributions under a State unemployment compensation 
law. In both its provisions and its administration a 
State unemployment compensation law must conform 
with the requirements of the Social Security Act. 

In addition, the Social Security Board is authorized 
to determine the amount of Federal grants necessary 
for proper and efficient administration of the State 
acts to be made to State unemployment compensation 
agencies. Such grants, also, can be made only to 
States whose legislative and administrative provisions 
are in conformity with the requirements of the Social 
Security Act. State legislatures, however, have full 
responsibility for the legislation under which unem- 
ployment compensation benefits are payable and 
State administrative agencies have full responsibility 
for the proper administration of those laws. It is 
clear that only through a common approach to com- 
mon. problems and a whole-hearted cooperation 
between the Federal and State Governments can this 
program succeed, particularly in wartime. 

In the absence of legislative experience, the Social 
Security Board at the beginning of the program 
took the initiative in supplying to the States draft 
laws which they found useful in preparing their 
own legislation. Later the Board was also able to 
assist the States in the development of the procedures 
essential to the collection of contributions and wage 
records and to the payment of benefits. Actual 
experience in this country was limited to private plans 
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and one State law, which, together with foreign experi- 
ence, was analyzed and made available to the States. 


Role of The Bureau 


In the current phase of the development of this 
program, the role of the Bureau of Employment 
Security of the Social Security Board becomes more and 
more that of analyzing experience throughout the 
country, making that analysis available to each State 
for the improvement of its own unemployment com- 
pensation system, and providing leadership. This 
involves seeing clearly and stating plainly the impli- 
cations of developments in the program and of 
developments in our economic and social world which 
have a serious import for the unemployment com- 
pensation program. Also, it now becomes more and 
more possible to place the relationships of the Bureau 
and the State agencies on a more objective basis, 


‘ especially as those relationships involve the determi- 


nation of sums necessary for proper and efficient 
administration and of the existence of methods of 
administration reasonably calculated to insure the 
full payment of benefits when due. 

Perhaps the best example of the way in which the 
Board performs a clearing house function for the 
States is the Interpretation Service. At the request 
of the Interstate Conference of Unemployment Com- 
pensation Administrators for a “clearing house of 
interpretation under the Board in Washington,” the 
Social Security Board in 1937 began to publish a 
Federal Series of rulings of the Bureau of Internal Rev- 
enue on questions of coverage, and a Benefit Series 
covering State rulings on coverage and State benefit 
decisions as they are made in appealed cases. These 


_ cases are indexed and coded under such classifica- 
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tions as “fable and available,” “misconduct,” “‘volun- 
tary leaving,” and ‘“‘suitable work.” The headings 
for the decisions show by whom the decision was 
made (for example a referee or a board of review) so 
that proper weight can be attached to the decision. 
Most of the work now being done by the Board in 
the fields of legislation and technical assistance on 
administrative problems is of this clearing-house 
nature. That is, the primary function being per- 
formed is that of making available to all States or to 
individual States having specific problems, the actual 
administrative experience that has been gained in 
other States. This experience must, of course, be 
evaluated in order to distinguish between those legis- 
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lative provisions and administrative methods which 
result in better and more efficient administration and 
those which do not. The result of the Board’s work- 
ing with the States in this manner is not only of ad- 
vantage to each individual State but also raises the 
whole level of the unemployment compensation pro- 
gram throughout the country. 

In working with the States for the purpose of 
crystallizing the results of experience, as well as of 
denoting important developments for which planning 
has to be made, the Board has made extensive use 
of interstate conference committees and other repre- 
sentatives of the State unemployment compensation 
agencies. For instance, when it became apparent 
2 years ago that some special provision should be 
made in State laws for the preservation of the benefit 
rights of those who were being inducted into the 
armed services, a program for making such pro- 
vision was worked out with a special interstate con- 
ference committee. Another example is the manner 
of development of the ‘‘Revised Minimum Standards 
for Administration of Partial Unemployment Bene- 
fits.’ This was done with the direct participation 
of States which had extensive experience in the pay- 
ment of benefits for partial unemployment. The 
standards were issued only after a careful review by 
an interstate conference committee appointed for 
that purpose. Other examples are the current work 
being done in the field of the prevention of fraud 
and the development and revision of methods by 
which interstate benefits are paid. 

It is obvious that, whether or not there is any 
formality in the working arrangements with the 
States, the development of principles from admin- 
istrative experience can go forward only if the Board 
works with the States. 


Federal-State Relationships 


A most important objective sought by the Board 
in working with the States is to reach the point— 
already too long deferred—of putting the Federal- 
State relationships on an objective and impersonal 
basis. These relationships which most frequently in 
the past have been marked by friction have been 
those in connection with (1) the determination of 
the administrative grants necessary for the proper 
and efficient administration of the State laws and (2) 
the determination of whether or not provision has 
been made under the State laws for methods of 
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administration to insure the full payment of benefits 
when due. Differences of opinion are apt to exist, 
too, on the question of whether or not benefits are 
being unjustly denied in any State in a substantial 
number of cases. The Board, working with the 
States, is now attempting to reduce to a minimum 
the extent to which it is necessary in individual cases 
to rely on the exercise of personal judgment in these 
fields. Rather, it is hoped that there can be common 
agreement on objective measures or yardsticks for 
these fields. Such yardsticks would eliminate the 
need for the exercise of personal judgment and assure 
a uniform and consistent basis for Federal-State rela- 
tionships. Thus far progress made in the attainment 
of this objective has been very encouraging. 

It is hoped that time, cost, and work-load data will, 
in the future, be the foundation on which all State 
agency budgets will be built. First, the time required 
to carry out each of the various steps in each of the 
major jobs done by an unemployment compensation 
agency will have to be determined. In this way it 
will be possible to segregate the time spent on the col- 
lection of contributions, the maintenance of wage 
records, and taking of claims, and the payment of 
benefits, and possibly other significant work-load 
factors. On the basis of these time studies, ratios 
which represent the average time required by State 
agencies to do an effective job can be set up for the 
various processes. 

Secondly, State agencies are being asked to make a 
forecast of the amount of work they anticipate during 
coming budgetary periods for major work-load items. 


The third step is to relate the time required for each 
process, as determined by the time studies, to each of 
the estimated work loads, and then to multiply the 
results by the salary schedule in effect in each State 
agency. This computation will show the dollar 
amounts that will be required to do each job effectively. 
The dollar amounts, plus expenditures for items such 
as equipment, supplies, and office rentals, will add up 
to a State budget based on an objective and uniform 
method of computation. 

This objective and uniform approach is, moreover, 
the basis of devices being developed to evaluate the 
effectiveness of State agency administration. These 
devices are largely statistical and are susceptible to 
uniform application. It is possible, for instance, to 
measure the effectiveness with which a State agency 

(Continued on p. 29) 
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HOW ADEQUATE ARE BENEFITS? 


HOW ADEQUATE ARE State unemployment com- 
pensation laws? An obvious answer would be: Ade- 
quate for whom? Does our concern extend merely to 
the workers who happen to be unemployed now, in the 
winter of 1942? Looking at the unemployment 
picture now, as America nears the end of a year of war, 
we see that about half a million workers are drawing 
unemployment benefits each week. Two years ago, 
more than three-fourths of a million were receiving 
these payments. We can expect that the volume of 
unemployment compensated in 1942 will be about 60 
percent less than it was in 1940. 

Even in the face of a dwindling unemployment prob- 
lem, it is important to consider the adequacy of un- 
employment insurance. Mobilizing the WNation’s 
manpower for the all-out offensive is our most im- 
portant job. Legislatures meeting in 1943 will never- 
theless wish to consider the effectiveness of their un- 
employment compensation laws as they affect not 
only the workers who happen to be unemployed now 
but future large-scale unemployment. Protective 





measures for the unemployed will not spring full-blown 
from any legislature when peace is declared. State 
lawmakers will ask themselves: Where does unem- 
ployment compensation fit into our plans for the post- 
war period? How effectively can existing laws tide 
workers over periods of unemployment while the 
Nation moves back to a peace economy? 

We must answer the last question in terms of figures 
now available. We cannot expect, however, to give 
a single answer for all of the 51 State laws. No two 
laws are alike. Moreover, conditions they attempt to 
ameliorate vary widely from State to State. For ex- 
ample, benefits under the unemployment compen- 
sation laws are not available to agricultural workers. 
This shortcoming is obviously more serious in the 
farming Middle West than the industrial East. The 
average weekly wage in employment covered by State 
laws is about $17 in Mississippi and about $28 in 
Nevada. Some States are dominated by highly un- 
stable industries; others have a comparatively low 
incidence of unemployment. Laid-off workers return 

















ADEQUATE DURATION FOR ALL CLAIMANTS 


A less debatable proposed modification of State laws is the provision of substantially uniform duration of benefits for all eligible 
workers. This is the essence of sound insurance. Variable duration relates the payment made not to the risk insured but to the 
premium paid. We have set ourselves the objective of tiding eligible workers over periods of involuntary unemployment. Most 
variable duration provisions limit the attainment of that objective. 

Provisions relating weeks of benefits to prior earnings fall short of being socially adequate. Workers with the lowest past earnings, 
who perhaps can be expected to suffer the most unemployment, are given the least protection. Low-paid workers do not merely 
exhaust their benefits more quickly and more frequently. They suffer long periods of unemployment in the benefit year which are 
not compensated. This has been evident in the relatively prosperous periods for which studies have been made. In less prosperous 
periods—when benefits are needed most—protection under variable duration provisions will automatically drop. How well will 
these provisions cushion the shock of a post-war recession? 

The uniform duration provisions of current State laws are without doubt more adequate than the variable duration provisions for 
those who are eligible for any benefits. In a few States, however, workers may have to meet a very high qualifying requirement in 
order to receive benefits for a substantial number of weeks. 

A few years ago a uniform duration of 16 weeks was considered a reasonable objective of State legislators. Yet in Montana, 
Ohio, North Carolina, and South Carolina more than 2 out of 5 workers have failed to be reemployed before drawing 16 benefit 
checks. Will 16 checks be sufficient when the war is over? Reserves in most States are large enough to permit the payment of benefits 
to all eligible workers for 20 or 26 weeks. 

In the event of a serious post-war recession, the reemployment process will lag for many workers. These will be, for the most 
part, workers with genuine attachment to the labor market, who have contributed greatly to our war effort and will want to speed the 
conversion back to a peace economy. After drawing all their unemployment benefits, shall they be relegated to the relief rolls? State 
administrators may wish to consider whether these workers should not be granted additional, extended benefits, after exhausting their 
ordinary benefits. Unemployment insurance has an obligation to these men and women it cannot shirk. 
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to work relatively quickly in some States, but 
only after prolonged periods of unemployment in 
others. 

These variations in the insured risk should consti- 
tute the basis for a sound insurance system. Pooling 
of risks—good and bad—is an essential feature of 
successful private insurance plans. Despite this po- 
tentiality, we are a long way from achieving a sound, 
socially adequate system. At the end of 1941, 3 
million wage earners were excluded from the system 
because they worked for small firms. Twenty-two 
million other workers were excluded because they 
worked in agriculture, as domestics, as seamen, or 
for the Government or nonprofit institutions. Eligible 
workers could receive less than $5 for a week of total 
unemployment in 13 States. While workers in 
Britain may now receive insurance benefits for 30 
weeks of unemployment, 40 States in this country 
pay benefits for no more than 16 weeks. A third of 
the States provide disqualification provisions which 
might further reduce this inadequate benefit duration. 


Half the Nation’s Workers Excluded 


Less than half—49 percent—of the Nation’s em- 
ployed labor force of March 1940 were working in 
covered employment at the end of that month. 
This ratio varied considerably from State to State. 
It was 12 percent in North Dakota and 73 percent 
in Rhode Island. States with the lowest proportions 
of coverage were the farm States, in which large 
numbers of agricultural workers are excluded from 
the system. 

Size-of-firm provisions limit coverage greatly. The 
number of workers potentially entitled to benefits 
would be increased by about 11 percent if employ- 
ers of one or more were covered under all State laws. 
In the Dakotas, such a change would increase employ- 
ment subject to the law by as much as 40 percent. 

States are slowly moving in the direction of widen- 
ing coverage of small employers. Since 1937, 5 States 
have extended coverage to small employers. Despite 
this, only 12 States now cover all employers, regardless 
of size. 

A worker is not automatically entitled to benefits 
if he has earned some wages in covered employment. 
All State laws require a worker to have earned a cer- 
tain amount or worked a certain length of time before 
he can receive any benefits. These employment or 
wage qualifications generally have been made more 
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stringent since 1937. Such eligibility requirements 
could be justified if workers entitled to compensation 
received adequate sums for reasonable periods. As a 
matter of fact, the stringency of qualifying provisions 
has a direct effect on the number of weeks of benefits 
allowed in States which vary the duration of benefits 
with a worker’s earnings. When workers can qualify 
on the basis of low earnings in these States, they are 
entitled to meager benefits. On the other hand, a 
stringent qualifying earnings requirement automati- 
cally establishes a relatively high minimum duration 
for those who are eligible for benefits, although it may 
exclude from benefits entirely a substantial proportion 
of claimants. 
Duration of Benefits 

Nevertheless, in spite of the more severe qualifying 
requirements of present laws, many workers are still 
entitled to relatively few weeks of benefits and large 
numbers are exhausting all benefits before returning 
towork. The average worker in the Nation is entitled 
to about 13 weeks of benefits. The chances are about 
even that he will still be unemployed when he draws 
his last unemployment compensation check. 

Adequacy of benefit duration varies tremendously 
among the States. Of 31 States for which 1940-41 
data were available, 8 allowed the average claimant 
only 9 or 10 weeks of benefits; 11 States would pay 
him benefits for 15, 16, or 17 weeks. Oklahoma’s 
average worker was entitled to a potential duration 
of 8.5 weeks, California’s to 17.5. In 2 States— 
Maine and New Hampshire—less than 40 percent of 
the 1940-41 claimants exhausted their benefit rights. 
In Florida, Montana, New Jersey, Oklahoma, and 
Texas the proportion was 60 percent or more. 

These differences, although they reflect variations 
in wage levels and patterns of employment from 
State to State, spring also from the wide differences 
in State laws. Mr. Jones, who earned $250 in one 
calendar quarter and $500 in a year, could receive 
benefits for only 6 weeks in Oregon on the basis of 
those earnings. The same earnings would entitle him 
to 20 weeks of benefits in Hawaii, New York, and 
Utah. The better paid Mr. Smith, who earned as 
much as $500 in one quarter and $1,500 throughout 
the year, could draw only 12 checks at the maximum 
weekly benefit amount in Pennsylvania but 23 in 
California. The maximum benefits he could draw 
would be less than 16 weeks in 10 States, 16 weeks 
in 24 States, and more than 16 weeks in 16 States. 
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These disparities in benefits available under the 
State laws to claimants with identical wage records 
are significant enough. More outstanding is the fact 
that during the relatively prosperous period 1940-41 
about half of all the workers in the States exhausted 
all their rights to benefits. In the event of a serious 
post-war recession, the duration of benefits presently 
provided by State laws, and particularly by those re- 
lating duration to previous earnings, will be far be- 
low the levels necessary to carry most beneficiaries 
through their spells of unemployment. 

Benefit duration has been extended since the earliest 
laws. Yet at the present time, only 16 States provide 
benefits for a uniform number of weeks to all claim- 
ants. Moreover, liberalization of duration provisions 
has been accompanied by tightening of disqualifica- 
tion provisions. New types of disqualifications have 
been added. Persons discharged on account of dis- 
honesty or suspended for disciplinary reasons, married 
women and students, now feel the brunt of disquali- 
fying provisions. Reduction in benefit payments is 
more marked than ever before. Some States cancel 
all wage credits. It might almost be said that the 
original purpose of disqualification provisions—to in- 
sure that benefits are payable only for involuntary 
unemployment—has frequently been subordinated to 
the purpose of penalizing the claimant for certain 
actions. 


The Weekly Benefit Check 


We have been discussing, principally, the duration 
provisions of State laws. Adequacy has another facet. 
How well-off would a worker be if he received, for 16 
weeks, or even for 30 weeks as in Britain, a payment 
of $3 a week? To be sure, the average worker in this 














country receives more than this sum in unemploy- 
ment benefits. Indeed, the average weekly benefit 
has been steadily rising in this country. This is partly 
on account of higher wage levels and steadier em- 
ployment. It is also due to the liberalization of 
formulas in some States. One out of four workers, 
roughly, received a check for $15 or more in 1939. 
One in three received this much during 1941. Yet as 
many as 23 States made payments for $5 or less in 
1941. More than a fifth of the payments in South 
Carolina, more than a fourth in Arkansas, and more 
than a third in North Carolina were for less than $5. 

States differ on what constitutes an adequate 
weekly benefit amount. In their computations most 
States start with the largest amount earned in any one 
calendar quarter of a base period. To determine the 
weekly benefit amount, 1 State divides this by about 
16, 9 by 20, 1 by 22, 2 by 23, 10 by 25, and 8 by 26. 
Our friend Mr. Jones, mentioned above, would re- 
ceive weekly amounts ranging from $6.50 in Maine 
to $15 in Oregon. Maine would pay Mr. Smith only 
$14.50 a week, compared to the $20 he could receive 
in Hawaii, Michigan, or Utah. 


Benefits Geared to Wage Loss 


States may disagree on the percentage of past wages 
to pay a claimant for a week of unemployment. 
They are consistent, however, in relating the weekly 
benefit to those past wages. Security is provided in 
proportion to the level and regularity of the worker’s 
wages. Benefit rights, traditionally, have not been 
adjusted to the worker’s needs nor to his family’s 
maintenance requirements. 

(Continued on p. 18) 











DEPENDENTS ALLOWANCES? 


UNEMPLOYMENT CONPENSATION, perhaps the country’s most far-reaching social security measure, has not yet recognized 
family responsibilities. Is such a system, some critics ask, dealing realistically with security? 

Roughly 7 out of 10 families must rely upon the earnings of only 1 worker. In the other 3 families, small reliance can be placed 
on the earnings of secondary workers. When the chief breadwinner loses his job, families can rarely turn to income from other 


workers, to savings, or to other resources. 


Workers with high earnings, it can be expected, have the best opportunity to provide adequately for themselves and their families. 
Benefits are most needed by workers whose wages are low, whose employment is irregular. States have given partial recognition to 
this fact and have modified the pure wage-loss principle by establishing minimum weekly benefits and weighting weekly benefit 
amounts in favor of low-paid workers. One jurisdiction, the District of Columbia, pays dependents benefits. 

States are evidencing greater interest in dependents benefits in unemployment compensation. Earlier this year the New York 
State Advisory Council recommended dependents benefits. Bills proposing dependents allowances were introduced in four State 
legislatures during 1941 and in two during 1942. The Michigan bill fell short of passage in February 1942 by only a few votes. 
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INTERSTATE COOPERATION 
IN THE PAYMENT OF BENEFITS 


A STATE SYSTEM of unemployment compensa- 
tion is limited in some aspects by the very fact that it 
is made up of separate State laws, each defining its own 
sphere of operations. But labor in America is not 
static; labor is on the move, traveling from one work 
place to another wherever the opportunity for work 
exists. As a result, many workers are within a short 
period of time covered by more than one State unem- 
ployment compensation law. For some claimants this 
is an advantage, as they are eligible to receive unem- 
ployment benefits from more than one State when they 
lose their jobs, although they may draw from only one 
State at a time. For others this division of wage 
credits is a distinct disadvantage, because they do not 
meet the eligibility requirements under any one law, 
or because they are entitled to some benefits but to 
less than they would have had, if all their wages had 
been reported to one State. 

The Interstate Conference of Employment Security 
Agencies has several committees at work searching for 
ways and means of integrating operations under the 
State unemployment compensation laws to minimize 
the disadvantages which result from 51 separate State 
unemployment compensation systems. Technicians 
from the Unemployment Compensation Division of 
the Bureau of Employment Security work closely 
with these committees so that the Bureau may get the 
full benefit of the experience of the State agencies in 
seeking solutions to the various interstate problems 
which arise. 

Since benefits first became payable in 1938, workers 
have been able, through the machinery of the inter- 
state benefit payment plan, to get benefits from States 
in which they no longer reside. Under this plan a 
claimant may file an interstate claim through any 
local employment office for benefits from any State. 
The Committee on Interstate Benefit Payment Pro- 
cedures has been active in developing this plan, in 
which all the States are cooperating. So far the plan 
has been limited in most States to totally unemployed 
claimants and in all States to claimants who are 
eligible for benefits'under at least one State law. 
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Interstate claims for benefits for partial unemployment.— 
A regulation which will permit the taking of inter- 
state claims for benefits for partial unemployment will 
soon be suggested to the States. It enables the States 
in which the benefit rights were earned to accept and 
process interstate claims for partial benefits which are 
taken in accordance with the agent State’s regulation 
governing intrastate claims for partial benefits. Prin- 
cipally this means that the type of week and the form 
of employer verification of reduced hours and of 
amount of earnings which are acceptable to the agent 
State will be accepted by the liable State. The mini- 
mum standards established by the Social Security 
Board apply equally to intrastate and interstate claims 
for partial benefits. A new claim form, IB-3, is 
being recommended to serve both as an initial and a 
continued interstate claim for benefits for partial 
unemployment. 

A few States will not be able to adopt the recom- 
mended regulation, because their laws do not provide 
for the payments of benefits for partial unemployment, 
or because their laws define the benefit period in 
terms which make it impossible to accept claims filed 
for any other period. 

Importance of local office in interstate claims procedures.— 
The success or failure of the interstate benefit payment 
plan lies largely in the hands of local office personnel. 
The claims taker in the local office is the agent of the 
liable State which must make the ultimate decision on 
the claim. The claims taker, however, is not in a 
position to make any decision himself on the out-of- 
State claim. Instead, he must clearly and concisely 
describe on the claim form the circumstances sur- 
rounding the claim, so that the liable State will be 
able to make a valid decision without further corre- 
spondence. At this time, when employment is on the 
rise, and when there is considerable criticism of all 
governmental expenditures which are not directly 
connected with the war effort, it is especially neces- 
sary to make sure that the liable State has sufficient 
information to determine whether the claimant is 
available for work. Detailed information on job 
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refusals must also be furnished so that the liable State 
may make a determination as to the suitability of the 
work refused and whether or not the work was refused 
for good cause. In many States the weights given to 
the various factors to be considered in determining 
what constitutes suitable work are necessarily changing 
as production for war expands, and care must be 
taken that the unemployment compensation system 
does not hamper the movement of labor and does not, 
on the other hand, develop into an illegal weapon to 
force people to work without regard to the suita- 
bility of the work offered. 

At the annual meeting of the Interstate Conference 
Committee on Interstate Benefit Payment Procedures 
various suggestions were made for revising the initial 
and continued interstate claim forms (IB-1 and IB-2) 
in order to insure that the liable State will have 
adequate information to make determinations. Study 
of these proposals indicates that the real need lies in 
more adequate training of claims takers to follow the 
instructions in the local office manuals rather than in 
any modification of the forms. 

Job referrals for interstate claimants.—It is the responsi- 
bility of local office personnel to see that all equally 
qualified applicants are given equal opportunities 
with respect to job openings, whether the applicants 
are claimants or not, and, if claimants, whether they 
are filing intrastate or interstate claims. Now and 
then complaints come to the Bureau of Employment 
Security of discrimination against interstate claimants 
in referrals to jobs. Through the regular channels for 
clearing interstate job orders, it should be feasible to 
refer qualified interstate claimants to job openings in 
the State where they formerly worked in addition to 
referring them to jobs in the agent State. 

Appeals on interstate claims.—All claimants have the 


right to appeal from decisions on their claims. Inter- 


state claimants have the same rights to appeal as do 
intrastate claimants, although often it is not possible 
or practicable for a claimant to return to the liable 
State for a hearing on his appeal. Various methods 
are in use to obtain the claimants’ statements for the 
record, such as affidavits obtained in the local office 
and letters from the claimants, but study of appeals 
decisions on interstate claims reveals that many inter- 
state claimants have not been able to make effective 
presentation of the facts concerning their claims. 
State employment security agencies and independ- 
ent appeals bodies will soon be asked to adopt an 
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interstate appeals procedure. This procedure will 
give an effective opportunity for a fair hearing to 
interstate claimants who cannot return to the liable 
State to attend a hearing. It provides for both em- 
ployer and claimant appeals. The method proposed 
is based on the preparation of a list of appeal questions 
by the liable State referee, who will send them to the 
referee in the’ agent State to obtain the answers from 
the claimant. It also provides that each party to 
the appeal will have an opportunity to know and to 
rebut the testimony of the other party. The liable 
State referee will make the decision on the record. 

The procedures are intended to be flexible, in order 
to meet individual situations. Alternatives are sug- 
gested so that, for example, if no referee is available 
in the agent State, the questions will be asked by the 
person in the local office who handles intrastate con- 
tested claims. Adoption by all States of the use of 
appeals questions should result in much fairer deci- 
sions on interstate appeals. 

Providing continuity of coverage and combining wage 
credits —Two committees of the Interstate Conference 
are working with technicians of the Bureau of Employ- 
ment Security in an attempt to reduce to a minimum 
losses of benefit rights by workers whose wage credits 
are divided and reported to more than one State. 

Many of the difficulties of coverage that might have 
arisen as a result of having 51 separate unemployment 
compensation laws were avoided by the uniform 
definition in all State laws of services localized within 
the State to include incidental and transitory services 
performed outside the State. In spite of this defini- 
tion, many workers perform services for a single em- 
ploying unit in more than one State under circum- 
stances which result in such services being covered by 
more than one State law or in their not being covered 
by any State law. Consequently, many State laws 
provide that an employer may elect to cover such 
services under one State law, under the terms of 
reciprocal coverage arrangements entered into by the 
State agencies. The Committee on Interstate Recip- 
rocal Coverage Arrangement which met in Chicago 
during May recommended the terms of such an 
arrangement. 

The proposed interstate reciprocal coverage arrange- 
ment provides that election of coverage may be 
effected through the regular elective coverage ma- 
chinery of the State employment security agencies. 
The State granting the election must be a State in 


11 





THE IMPACT OF WAR ON UNEMPLOYMENT COMPENSATION 


which the individual performs some services or in 
which he lives, or a State in which the employer 
maintains a place of business to which the services 
performed by the individual are reasonably related. 
The arrangement also provides that all individuals 
whose benefit rights would be affected by the election 
and all States in which their services are to be per- 
formed during the period of election must be notified 
of the proposed election and given an opportunity to 
object, if they think their rights will be adversely 
affected should the election be granted. Elections 
under the arrangement may be made only of services 
to be performed after the election is granted. Because 
of legal restrictions and the administrative difficulties 
of making adjustments, it is not feasible to permit 
elections of coverage retroactively. 

When regulations and procedures are adopted by 
the States to implement unemployment compensation 
provisions for reciprocal coverage arrangements, it is 
expected that adequate publicity will be given to the 
plan. Inasmuch as its success depends on employer 
requests to elect coverage, it will be necessary to 
inform employers of interstate workers concerning the 
advantages of such election. In many cases, not only 
will the worker be aided by such an election, but the 
reporting requirements on the employer may be 
reduced. Local office personnel can play a part in 
this publicity program by learning which employers 
should be notified of these provisions for election from 
claimants whose wage credits earned with one em- 
ployer are divided among the States. 

A subcommittee of the Committee on Interstate 
Benefit Payment Procedures has recommended a plan 
for combining wage credits accrued under more than 
one State law. 

Some of the provisions of the plan are: 

1. All wage credits accrued by an individual in 
more than one State would be combined for payment 


under one State law even though the claimant might 
be eligible for benefits in one State without regard to 
rights accrued elsewhere. 

2. One State would pay the benefits in accordance 
with its determination based on its formula and its 
provisions as to waiting period and disqualifications. 

3. The paying State would be the State in which 
the claimant files his claim if he had some base- 
period earnings in that State. Otherwise, the paying 
State would be the State in which the claimant last 
worked. 

4. The paying State would be reimbursed by each 
transferring State for the benefits paid in proportion 
to the transferring State’s share of all base-period 
wages pooled in the determination. 

Because of the many complications involved as a 
result of differences in benefit formulas, in methods 
of processing claims, and in experience rating require- 
ments, it is not expected-to put into operation a uni- 
versal wage-pooling system in the near future, al- 
though some States may enter into wage-pooling 
arrangements on an experimental basis. Such ex- 
periments can best be made at the present time while 
the claim load is relatively light. 


x** 


Inasmuch as Congress and the States have estab- 
lished a system of unemployment compensation made 
up of 51 State laws, it is essential that these laws be so 
integrated as to constitute a smoothly operating 
system with a minimum of loopholes and overlappings. 
The Interstate Conference, through its technical 
committees, and the Unemployment Compensation 
Division, is constantly evaluating the unemployment 
compensation program and recommending revisions 
to increase its flexibility in order to meet the changing 
conditions of our mobile labor supply. 
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A CONSCIENTIOUS OBJECTOR who had quit his job when his employer began a war contract and then 
indicated he would not work in a plant producing any “object or machine which will be used to destroy life or 
property,” was held to be “unavailable for work” and therefore ineligible for benefits under a decision written by 
Referee J. B. Clements. The referee wrote: “Theoretically, every industrial effort of which this country is capable 
is being, or should be, promoted for the purpose of winning the war. Because the claimant has placed unusual 
limitations upon the nature and type of work he will accept, it is believed he does not come within the meaning 
of the phrase ‘available for work.’ However sincere the claimant may be in his philosophy as a conscientious 
objector, he does not, in the opinion of the referee, possess the necessary qualification of being referable to any 
job in industry in this country.”—Inp1ana News Letter. 
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POST-WAR UNEMPLOYMENT BENEFITS FOR 
EX-SERVICEMEN 


IN SEPTEMBER 1940, when the drafting of men for 
a year of military training began under the Selective 
Service Act, the State employment security agencies 
and the Bureau of Employment Security considered 
the problem of providing protection against unem- 
ployment for men discharged from such military 
training. A national policy, widely accepted, was 
that the employer who had employed a man before 
his entry into military service should afford him 
equivalent employment after his discharge from the 
service. One proposal for those cases where reem- 
ployment might prove impossible was a system of 
Federal unemployment allowances. This plan would 
afford unemployment benefits for a limited period to 
all who could not obtain employment upon their re- 
turn to civilian life. The benefits would be financed 
from Federal funds, because the emergency which 
interrupted employment was a national emergency. 
Such a Federal system would, of course, cover all in- 
dividuals discharged from service, regardless of 
whether they had previously been “‘covered”’ under 
any existing unemployment compensation plan or, 
though covered, were eligible or ineligible for benefits 
under such plan. 

Approaches to the problem at the State level were 
also explored: (1) As under the proposed Federal 
system, the States could provide benefits at a flat rate 
for a fixed number of weeks for demobilized workers 
covered by their laws, regardless of the individual’s 
past earnings or employment; (2) the State unemploy- 
ment compensation laws could be so amended as to 
include military service within the definition of ‘‘em- 
ployment” and to deem military pay, including all 
perquisites, to be “‘wages,”’ so that rights to benefits 
could be based on such services and such pay under the 
existing benefit formula; (3) the existing State unem- 
ployment compensation laws could be amended to 
preserve during military service the old rights built up 
under those laws by covered workers before their entry 
into such service. 

General sentiment in the several States favored the 
preservation of old rights rather than the creation of 
new rights. The impetus for the adoption of freezing 
provisions came largely from the States themselves. 
The Interstate Conference of Employment Security 
Agencies appointed a special committee to consider the 
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preservation of benefit rights for individuals inducted 
into military service. The basic principles developed 
by that committee and adopted by the executive com- 
mittee of the conference were reflected in the Bureau’s 
draft amendments released to all State employment 
security agencies in January 1941 in response to the 
many requests received from the States for technical 
service on this problem. 

The present freezing provisions in the 42 State un- 
employment compensation laws vary greatly. The 
earliest effective date of entry into military service 
varies from January 1 to October 1, 1940; it is not 
specified in 8 laws. The minimum length of service 
prerequisite to benefits varies from 30 to 90 days; it is 
not specified in 18 laws. The effective date for termi- 
nation of military service as found in 21 laws varies 
from March 1, 1943, to June 1948—but is not specified 
in the remaining statutes. Washington is the only 
State which provides wage credits ($300 per quarter 
of military service) for all former residents of the 
State. Since 31 State laws utilize the worker’s earn- 
ings prior to military service as a basis for determining 
his benefit rights after military service, all the vari- 
ations in the pre-induction work experience of military 
personnel and the wide variations in the benefit 
formulas of these State laws would influence the 
weekly benefit amount and duration of benefits 
available. The existing provisions would result in 
inadequate protection against the hazards of post-war 
unemployment for a large percentage of those ex- 
service claimants who are eligible. 

The original provisions for freezing wage credits 


' for individuals in military service were based on the 


assumptions that these credits need be frozen for a 
short period of military service, usually for a year 
only, and that individuals in military service could 
be reasonably well identified at the time of their 
induction and their wage records segregated. Even 
before the Congress declared war, the procedures for 
identifying military personnel and segregating their 
wage records had proved inadequate. On the day 
that Congress declared war, the concept of freezing 
wage credits for a comparatively short period of train- 
ing became obsolete, because a specific provision of 
the Selective Service Act permitted the President to 
extend the services of these trainees for the duration 
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of the war. The longer the war continues, and the 
more men inducted into the service, the greater 
become the problems of ensuring adequate adminis- 
tration of most of the freezing provisions in 42 State 
laws. If the war continues for 2 or 3 years longer 
and 8 or 10 million men and women are drawn into 
the services, the State agencies will face a literally 
impossible task. 

Many State administrators are concerned with the 
post-war problems incident to the payment of bene- 
fits to ex-servicemen under the freezing provisions of 
their State unemployment compensation laws. Such 
concern relates to administrative problems, to the 
adequacy of the State unemployment trust funds, to 
noncovered groups, and to the variations in benefit 
rights among the covered individuals on account of 
previous earnings and benefit experience. 

Only a few of the more important administrative 
difficulties can be mentioned. Owing to the failure 
to establish the identity of all individuals entering 
military service, at least 28 State agencies are main- 
taining their wage record files intact back to January 
1, 1939. The cost in space, equipment, and the 
resulting congestion represent an acute problem; the 
problem will steadily become more serious, because 
all such wage records must be kept for at least a year 
after the demobilization of military personnel is com- 
pleted. The search for wage records after claims are 
filed by ex-servicemen will be a costly procedure and 
subject to errors and delays in many cases. The per- 
centage of missing wage records will be abnormally 
high, and, as a result, many ex-service claimants will 
have the difficult task of reconstructing the employ- 
ment history of their pre-induction base periods. 
Probably many of the individuals discharged from 
military service will not return to the State where they 
resided before induction, or may return but leave soon 
thereafter to seek employment in other States. This 
will result in a large percentage of interstate ex-service 
claims, and a considerable measure of delay in the 
payment of benefits to such claimants may be expected. 

It is reasonable to assume that the post-war con- 
version of war industries to peacetime production 
may require as much and possibly more time than 
the conversion to war production. As a result, the 
volume of unemployment among workers affected 
by this conversion may be extremely heavy. To the 
heavy load of compensable claims and to the drain 
on the trust funds will be added benefit payments 
based on frozen wage credits. 
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The inadequacy of the coverage of the freezing 
provisions in the State unemployment compensation 
laws is a matter of serious concern. The State laws 
cover but a fraction of the groups for whom benefits 
for post-war unemployment benefits should be pro- 
vided. In addition to the total lack of protection in 
the nine States without freezing provisions, the follow- 
ing omissions from post-war coverage should be 
mentioned: 

1. Workers in agriculture, domestic service, small 
employing units, and in many other services are not 
covered. Many students were called to the colors 
without any work experience. It is variously esti- 
mated that between one-third and one-half of the 
selectees and enlisted men had no previous employ- 
ment of any kind or had no previous covered em- 
ployment. 

2. Workers in Govermment arsenals, navy yards, 
and shipyards and workers who may be drafted to 
essential war work in uncovered employment at 
home or abroad are not protected. Only the Oregon 
law covers workers called by the United States Gov- 
ernment or its agent to nonsubject defense industry. 

3. Workers who volunteer for essential war work 
in foreign territory are not protected under any 
State law. 

4. Officers and personnel in the merchant marine 
are not protected against the hazards of unemploy- 
ment. 

5. Puerto Ricans who are subject to the Selective 
Service Act and Filipinos who were serving in the 
Philippine Army at the time that army was made a 
part of the United States Army by Executive order 
in July 1941 have no unemployment compensation 
coverage. 

Undoubtedly, there will be a strong post-war re- 
newal of demand for more adequate provision for 
unemployment benefits for ex-servicemen, and espe- 
cially for a uniform allowance for all individuals dis- 
charged from military service. The role of the Fed- 
eral and the State Governments in the provision of 
unemployment allowances for ex-servicemen will be 
determined by public opinion. If both the Federal 
and State Governments provide benefits for ex-service- 
men, the relations between covered workers’ rights 
under the two provisions must also be worked out. 
In any case, it is hoped that the provision of an 
adequate unemployment allowance will avoid the 
pyramiding of bonuses unrelated to the problems 
faced by demobilized servicemen. 
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THE TIME FOR EXPERIMENTATION IS—NOW 


THE ACTIONS OF State legislatures are factors 
which may well determine the place of unemployment 
compensation in the field of social security. By setting 
forth the extent of coverage, the rate of contributions, 
and the scale of benefit rights to the qualified unem- 
ployed, they mark the scope of its effectiveness. In 
carrying out the mandates of State legislatures, ad- 
ministrators of State unemployment compensation 
systems bear a heavy responsibility. The finest law— 
in terms of adequacy and scope—can be rendered 
ineffectual through faulty administration. When this 
happens, the law, rather than the administration, is 
too often blamed for the failure. 

Hazards which unemployment compensation was 
designed to relieve have been disappearing rapidly. 
To an increasing extent, job opportunities are avail- 
able to all able-bodied men and women in most parts 
of the country. Even the seasonal slacks which in 
the past could be expected to recur year in and year 
out with the regularity of the tides, have been either 
wiped out or lessened in severity. Claimants for bene- 
fits are becoming fewer in number and are expected 
to continue to dwindle further as war intensifies pro- 
duction and steps up employment. 

In this changing scene, questions were bound to 
arise with reference to the flexibility of administrative 
processes to meet changing conditions. Whether it is 
recognized or not, that flexibility is being tested right 
now in most States. If ever the time was right for 
experimentation—streamlining procedures to stream- 
line operations—it is NOW! If there is any truth to 
the contention that administrative costs should bear a 
relationship to the job being performed, then the 
marked decline in claim loads should bring forcibly 
to the attention of administrators a need for substan- 
tial reductions in administrative costs. 

When the Federal-State system of unemployment 
compensation was established, it was hoped that this 
would provide 51 laboratories in which unemploy- 
ment insurance could be observed. Laboratories, 
meant for research and experiment, when they merely 
engage in standard volume production, cease to be 
laboratories and become merely factories. Likewise 
Government institutions can become hidebound in 
their way of doing things, resistant to change, not 
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because the change may be adverse but solely because 
of the sheer reluctance to make any change. Unem- 
ployment compensation agencies are exposed to the 
same malady. 

Today, a number of questions should be faced by 
our administrators. For example, the question might 
well be raised whether it is necessary at the present 
time to continue the maintenance of millions of wage 
record files in order to have on hand the wage records 
of the few hundred thousands of persons who are now 
drawing benefits. Similarly, claim procedures de- 
veloped during periods of depression may now be 
outmoded in the light of reduced claim loads. Is it 
necessary, one might ask, to make claim determination 
on all initial claims received at the central office 
when a substantial proportion of the claimants will 
not be out of work long enough to draw even one 
benefit payment? Might the question not be properly 
asked whether there would be little sacrifice in speed 
and efficiency in making benefit payments if deter- 
mination were made, not upon receipt of a new claim, 
but rather upon receipt of the claim for the first 
compensable week. In 1941, nearly a fourth of the 
eligible unemployment compensation claimants did 
not draw a single benefit check and while up to the 
fourth quarter of 1942 the proportion has remained 
approximately the same, it is likely to increase as im- 
proved employment opportunities, the elimination of 
production bottlenecks and the like, increase the 
number of workers who are reemployed during 
waiting periods. 

Aside from the question of experimentation in the 
field of operations and procedures, the States may also 
wish to consider modifications in the present scope and 
framework of the statutory provisions. To meet the 
challenge of incomplete coverage—only half of the 
Nation’s labor force were in covered employment in 
March 1940—States may wish to cover not only em- 
ployers of one or more workers, but also investigate 
the problems which would be encountered in extend- 
ing the coverage of the program to presently excluded 
groups, such as domestic and agricultural workers. 
In addition, States which are concerned with the prob- 
lem of making the existing benefit structure more 

(Continued on p. 18) 
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WAR’S EFFECT ON RESERVES 


WHAT WILL BE the effect of the war on the sol- 
vency of State reserve funds? 

Paradoxically, rising employment and increases in 
total wages resulting from wartime utilization of man- 
power endanger the solvency of unemployment com- 
pensation reserve funds. During the current year, 
and probably as long as war continues, reserves avail- 
able for benefit payments are expected to grow. At 
the same time, however, ever-increasing numbers of 
workers with mounting benefit rights under unemploy- 
ment compensation laws represent a potentially heavy 
load which may severely tax the reserve funds of many 
of the 51 jurisdictions. 

It is highly probable that the end of the war will find 
considerably more than 40,000,000 workers with 
credits toward unemployment compensation benefits. 
With a period of full employment at high wage levels 
behind them, these workers easily could draw, in one 
year of a serious post-war recession, benefits equal to 
the entire $3,000,000,000 now available in the com- 
bined State reserve funds. The serious implications 
of such a potential drain on individual State funds are 
quite clear: For the first time since the beginning of 
our unemployment compensation program, some, and 
perhaps many States, will face the likelihood of com- 
pletely exhausted reserves. 

How, then, do we determine when a reserve fund is 
solvent? No universally accepted rules exist, but there 
are two basic alternative principles in use. Under 
one, the cash-fund-balance principle, the standard of 
solvency is the maintenance, at all times, of a positive 
cash balance in the reserve fund. Under this concept 
of solvency, timing of cyclical swings becomes extremely 
important. For example, the current upswing must 
be maintained long enough to build up a reserve 
sufficiently large to carry the system over a subsequent 
downswing. 

Under the second concept, the present-net-value 
principle, a fund is solvent if its present balance and 
all future estimated income are at least sufficient to 
meet all future estimated outgo. This second concept 
of solvency does not call for maintenance of a contin- 
uous cash balance; it envisages use of deficit financing, 
i. e., borrowing to carry the funds over periods of 
temporary exhaustion and repayment of such loans 
from excess collections during subsequent periods. 
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Although it is possible, albeit extremely difficult, to 
estimate collections and benefit payments with any 
degree of confidence for even the immediate future, 
the many rapidly changing variables that affect unem- 
ployment compensation finances make it well-nigh 
impossible to predict for the far-distant future. As a 
result, any concept of permanent solvency must be 
discarded, and in practice both criteria must be mod- 
ified so that solvency is considered only with respect 
to the present and the immediate future. 

The first of these concepts has very definitely been 
accepted as a guiding principle in our unemployment 
compensation program; we are committed to a policy 
of building up reserves sufficient to maintain a contin- 
uous positive balance in each State fund. Up to the 
present we have been eminently successful in this ob- 
jective, although there were occasions in the early 
days of the program when some States found it neces- 
sary to dip deeply into their reserves. Since those 
early days, the reserve funds have faced no serious 
problems with the possible exception of the recent 
drain growing out of our transition from peacetime 
to wartime activities. Retooling of plants, shut-downs 
because of curtailment and priority orders, and work 
stoppages brought about by temporary material short- 
ages caused many workers to claim unemployment 
benefits early this year. Most of these workers were 
relatively highly paid and had been working fairly 
steadily prior to their disemployment and were, there- 
fore, entitled to near-maximum benefit allowances. 
Nevertheless, none of the State funds was endangered, 
and despite the expected continuance of a certain 
amount of unemployment resulting from further civil- 
ian-production curtailments and material shortages, 
no imminent threats to solvency are visible. 


Threats to Post-War Solvency 


Although a current reserve of approximately $3,- 
000,000,000 is available for unemployment compensa- 
tion, closer observation reveals several factors impor- 
tant enough to remove any false sense of security as far 
as the post-war period is concerned. First among 
these is the hard and fast subdivision of the total 
reserve into 51 separate reserve funds. A funda- 
mental tenet in insurance is the protection of an 
individual, or limited group of individuals, against a 
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specific risk by distributing its impact over as wide 
an area as possible. Under our Federal-State system, 
however, the maximum possible distribution of risk, 
in the form of a Nation-wide pooled fund, was dis- 
carded—for reasons other than financial security— 
in favor of separate reserves with no pooling of risks 
among the States. Regardless of the size of the total 
reserve or of the large amounts credited to Hawaii 
and New Jersey, for example, there may not be suffi- 
cient funds available to meet the benefit claims of un- 
employed workers in States like Idaho and Nevada, 
which in the past have barely managed to meet their 
liabilities. 

Some indication of possible future problems may 
be gleaned from the current status of State reserve 
funds. In this connection, however, it must be 
remembered that none of the States has been called 
upon to face a drain as great as may develop after the 
war. States which initiated payment of benefits in 
1939 have experienced no really high-cost year. 
States in which benefit payments were begun in 1938 
did experience the effects of a sharp and costly reces- 
sion. But, even in those States payments did not 
begin until several months after the initial decline; 
moreover, payments were made under rather restric- 
tive benefit schedules to claimants who had not had an 
opportunity to build up maximum benefit rights; 
many unemployed workers were unaware of their 
rights to benefits; and the recession was, after all, of 
but short duration. At the end of the last fiscal year, 
on June 30, 1942, after 4 years of rising employment, 
approximately one-half of the 51 jurisdictions had 
accumulated less than 4 times the highest single 
year’s benefit payments. This situation must be 
weighed against the likely possibility that in a single 
post-war recession year many States will be faced with 
the necessity of paying out benefits more than 5 times 
as great as the amount expended in the worst year 
thus far. 

Were there no differences in the economic structure 
of the 51 jurisdictions, creation of separate reserve 
funds would not be a major threat to solvency. Quite 
the contrary, however, is true. As economic units, 
our States are an extremely varied group, differing 
basically in natural resources, industrial composi- 
tion and development, and, as a result, in unem- 
ployment risks. This is partially revealed by the 
status of reserve funds as of June 30, 1942. Hawaii, 
for example, had enough money in reserve to pay 
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more than 34 times the amount expended in the year 
of highest benefit cost. Five additional jurisdictions 
had more than 10 times their highest year’s expendi- 
tures. At the other extreme, Idaho and Nevada had 
less than twice their highest year’s expenditures, and 
seven additional States had less than 3 times their 
highest year’s benefit costs. 

In addition to differences arising from the operation 
of each State’s economy under so-called normal con- 
ditions, a whole new flood of influences have been 
loosed as the country shifted from peacetime to war- 
time production. National policy has dictated tre- 
mendous alterations in the industrial make-up of 
individual States. Industrialization of numerous 
southern and western areas, heretofore primarily 
agricultural regions, has proceeded rapidly. Airplane 
plants, shipyards, and munitions factories have sprung 
up in the place of automobile plants and other civilian- 
goods-producing plants, or where only fields and 
prairies stood before. In complete disregard of State 
lines, workers have migrated from one section of the 
country to another, looking for work in the war 
industries. As a result of these developments, great 
potential stresses and strains have been created which, 
in the post-war period, are likely to dwarf the prob- 
lems arising out of the usual dislocations in individual 
State economies. 

Still another factor affecting solvency is experience 
rating. Introduced as a means to encourage stabili- 
zation of employment, this method of assigning indi- 
vidual employer tax rates serves only to reduce income 
to the fund during a war period. With pay rolls 
booming and unemployment declining, employers 
through no efforts of their own are rewarded with 
reduced contribution rates. Even in 1942, reduced 
rates based on experience in prior years will cut col- 
lections in 34 States by about one-third. In subse- 
quent years, as experience rating becomes effective in 
more States and as the full employment of the war 
years is credited to employers’ accounts, tax rates will 
decline further and collections will be only a fraction 
of what they would otherwise have been. 

As most laws are written, tax rates generally will 
decline as pay rolls rise, and increase as pay rolls fall. 
This makes it impossible to recoup losses in revenue sus- 
tained during periods of expansion. Nor would it be 
desirable to attempt to do so. Increasing tax rates 
in periods of business decline can have only a depressing 
effect on the economy. Moreover, such a procedure 
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can hardly be rationalized in terms of fund solvency. 
If a solvent reserve is desired, the best time for high 
rates is when pay rolls are high and when resulting 
revenues would therefore be substantial. Thus, high 
rates at the present time would be building reserves 
better able to finance an adequate benefit structure 
through the post-war period. 

It is of considerable interest to note the recent posi- 
tion adopted by the British Unemployment Insurance 
Statutory Committee which determines the solvency 
of the British system. Despite the tremendous in- 
come to the fund engendered by the war period—an 
income already sufficient to wipe out the entire deficit 
created during the last depression—the committee 
has not recommended reducing contribution rates, 
which have actually been increased slightly since the 
beginning of the war. Uncertainties of the present 
and immediate future have led the committee to take 
the position that it cannot say whether the present 
fund “‘is, or is likely to become, and is likely to con- 
tinue to be, insufficient to discharge its liabilities, or 
is, and is likely to continue to be, more than reason- 
ably sufficient to discharge its liabilities.” If, with so 
many more years of experience behind them, the 
British are hesitant to recommend rate reductions at 
this time, how can we fail to consider losses in con- 


tributions resulting from experience rating as a seri- 
ous threat to solvency? 


The Future 

Although it would be foolhardy to prophesy as to 
the future solvency of State reserve funds, it is clear 
that from the war and from the inevitable post-war 
readjustment there may result the first instances of 
insolvency in American unemployment insurance. 
This possibility emphasizes the need for consideration 
of (1) further distribution of risks than exists under 
our present scheme—at least through some form of 
reinsurance to give equal protection to workers in all 
States, since post-war drains, which will result largely 
from national policies effectuated during the war, 
cannot be charged against the economy of any par- 
ticular State; and (2) elimination of revenue losses 
resulting from what are primarily chance rate reduc- 
tions—at least by providing for average State rates 


equal to the established 2.7 percent contribution 
rate. 


These provisions would go far toward guaranteeing 
the solvency of our unemployment compensation 
system when the first great strain is placed upon it. 
They would also make it considerably easier to 
finance much needed, more adequate benefit sched- 
ules than are included in many State laws at present. 
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Since unemployed workers with families have not 
been fully protected against insecurity, our unem- 
ployment compensation program has not been success- 
ful in keeping all of its beneficiaries out of the relief 
offices. Studies conducted by the Bureau of Employ- 
ment Security have shown that about one out of every 
six unemployment compensation beneficiaries has also 
received relief payments during his benefit year. 
Workers who receive relief grants as well as unem- 
ployment compensation payments are workers with 
dependents. In Des Moines, Iowa, in Detroit, Mich., 
and in St. Paul, Minn., families receiving unemploy- 
ment compensation payments as well as relief grants 
were the larger families. The more dependents a 
beneficiary had, the sooner he was forced to resort to 
relief and the longer he remained on the relief rolls. 
Establishment of a relationship between weekly bene- 
fits and the number of persons dependent on claimants 
will reduce the extent of overlap of insurance and 
relief. 
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(Continued from page 15) 


nearly adequate may wish to consider gearing the 
weekly benefit payment, in part, to the size of the 
worker’s family rather than to his previous earnings 
alone. 

These are but a few of the questions which adminis- 
trators of unemployment compensation should be con- 
sidering at this time in order to foster progress in this 
important field of social insurance. If employers can 
be relieved of the necessity of filling out millions of 
wage record slips each year, the time saved will con- 
tribute directly to the war effort. If the unemploy- 
ment compensation system in order to better accom- 
plish the job it was designed to do, if procedures can 
be modified and administrative costs pared, then a 
direct contribution will have been made;to the prose- 
cution of war and to the solution of problems which 
inevitably accompany war. Much of the initiative 
needed to bring about these improvements lies with 
State unemployment compensation agencies. And 
now is the time for action. 
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HARMONIZING UNEMPLOYMENT COMPENSATION 
AND PLACEMENT 


THE BREAD-AND-BUTTER relationship between the unem- 
ployment compensation systems and the employment services 
is the result of no accident. Those of us who interviewed the 
unemployed back in 1933 undoubtedly remember the sense of 
futility with which we frequently told them: ‘“‘We will keep 
your card in the active file, and if we find a job we will let you 
know.” By 1938 that sense of futility was disappearing. If 
there was no work we could at least help the unemployed get 
benefits. 

The relationship between the employment offices and unem- 
ployment compensation is based on something more tangible 
than the satisfaction of getting results. Sound placement work 
is the best guarantee that claimants won’t chisel on the system, 
won’t be driven into unsuitable, substandard work by the threat 
of disqualification. But it takes more than good placement 
work alone to bring out the fullest usefulness of the relationships. 

Undoubtedly the “‘Shoodoo”’ of the employment security system 
of this country has been the unfortunate series of events by which 
unemployment compensation and employment service have 
repeatedly been split up—locally and nationally, physically and 
psychologically—during the past 5 years. Not infrequently the 
two systems have squared off against each other, to the dis- 
advantage of the unemployed. Compare our system with 
systems that have been harmoniously integrated—the British 
system, for example—and realize what a decided handicap our 
nonintegration has been. 

In the present emergency there is greater need for a coopera- 
tive job than ever before. While local office operations on the 
placement side have swung realistically from a ‘‘depression’’ 
service to a full employment level, local office claims work has 
not, by and large, followed suit. A larger proportion of the 
claimants now have quit thei: jobs and a larger proportion have 
opportunities for odd-job earnings. Possibilities of testing 
“ability” and ‘“‘availability’’ for work were never so frequent. 
In contrast to the comparatively simple and stable relation- 
ships of the local offices to the unemployed workers of a few 
years ago, we now have complex, highly dynamic relationships 
cutting across both unemployment compensation and place- 
ment. Such relationships call for much more precise individual 
treatment of the unemployed, and much more current, effective 
coordination between claims and placement work. 

Local office personnel are always walking the tight rope 
between preventing the payment of benefits to workers who aie 
not entitled te them, and doing their part to assure that full 
benefits are paid when due. When they sign a continued claim 
they are, for all practical purposes, writing a check. When 
they fail to give the claimant an opportunity to understand and 
check his determination—wage records being as complex as 
they are—they are denying some workers the benefits to which 
they are entitled. 

Unemployment compensation is after all a vital part of a 
wartime labor policy. True, there are undoubtedly persons 
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drawing benefits who should be working, but there are many 
others who should be paid benefits and thus kept available until 
their employers have converted to wartime production. Still 
others whose employment opportunities have been cut away 
by the shut-down of less-essential industries need benefits until 
they too can be placed in war jobs. Their need for benefits 
may be more urgent than any need in the history of our unem- 
ployment compensation system. Several countries have 
strengthened their unemployment compensation systems in the 
midst of a war because war bears heavily not only on the people 
on the military front but cuts away as well for many on the home 
front their customary means of livelihood and security. In peace- 
time their jobs may have been among the most stable. Now 
they are bewildered by the need for making hard decisions 
vitally affecting themselves and their families. Should they 
look for useful work in their own communities or take a war job 
hundreds of miles away where housing conditions are said to be 
critical? Or, can they finance the costs of moving now that 
credit has been curtailed? The least we can do is to help them 
get their unemployment compensation benefits as promptly as 
possible while we are helping them find the right war job. 


There are instances, of course, where our unemployment com- 
pensation operations will be contrary to wartime labor policies. 
Employers will protest the charges to their experience rating 
accounts, when unemployed workers are asked not to take jobs 
in other communi’ * because local-war jobs will soon be avail- 
able. Such situ: re unavoidable and the fault of no one 
in particular. Tney are just another instance of the challenging 
problems of these critical times. 


Outstanding among these problems is that of coordinating 
two operations, now more complex, dynamic, and interrelated 
than ever before, at a time when the administrative machinery 
for securing this coordination has been torn widely apart at 
every level. What can we do about it besides talk? 


Local offices, central offices, regional offices, and Washington 
should substitute for the formal machinery of coordination 
cooperative machinery for constructive planning of all our 
mutual problems. Our programs, policies, procedures, and 
operations, wherever they affect each other, must all be har- 
monized into our over-all objective of winning the war. 


Because of the variety of relationships now existing between 
unemployment compensation and employment service in the 
various States, and even within the States themselves, it is 
difficult to generalize on what that cooperative machinery 
might be. The present period of transition must run its course 
before the pattern of relationships will be clear. 


But it can be done if we use our heads and if we all want to 
work together badly enough. The military services are re- 
solving effectively a much more complex problem of unity of 
effort. In a total war we should expect no less of ourselves. 
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ON THE FIRING LINE 


Because local offices, directly engaged in handling benefit claims of the unemployed, are 
in a position to sense the solid reality of problems that arise under the existing Federal- 
State system of unemployment compensation, a few outstanding experiences are presented 


here. 


REDETERMINATIONS FOR 
130,000 CLAIMANTS 


Amendments to the benefit provisions of the 
Michigan law, enacted to relieve the impact of 
conversion unemployment, made it necessary for 
the Michigan agency to issue redeterminations for 
130,000 claimants during March 1942. Here 
is a general outline of the way the job was done. 


THE JOB of immediately redetermining benefit rights 
of 130,000 active claimants was given the Michigan 
Unemployment Compensation Commission on Febru- 
ary 27, 1942, when an act extending the benefit pro- 
visions of the Michigan law was approved by the 
Governor. 

The amendments, which passed both houses of the 
legislature without a dissenting vote on February 20, 
provided that benefits for all compensable periods of 
unemployment served on or after February 20 should 
be paid at the increased weekly rate. All persons who 
had not exhausted their benefit rights prior to 
February 27 were entitled to augmented benefits as 
provided by the amendments. 

When the amendments were passed, the agency was 
already functioning on an emergency basis. Two 
shifts, largely of temporary personnel, were handling 
the claim load—the highest continuous compensable 
claim load since the beginning of the program in 1938, 
and due chiefly to conversion of the automobile in- 
dustry to war production. 

The primary problem in issuing redeterminations 
for the nearly 130,000 active claimants was to set up 
a procedure which would not delay the writing of 
checks on schedule. A second objective was to issue 
the checks at the new rate at the earliest possible date, 
thus reducing the number of adjustment checks and 
forestalling a flood of inquiries from workers concern- 
ing their new rate. 

To eliminate any interruption or delay in the pay- 
ment of benefixs, the redetermination of benefit rights 
was made by a crew of temporary workers as the bene- 
fit ledger cards left the check-writing unit. 
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This arrangement made it possible to redetermine 
benefit rights, make the necessary annotations and 
adjustments on the claimant’s benefit ledger, and 
return the ledger to the payment-unit file before the 
next claim arrived for payment. Practically all 
claimants continued to file weekly claims, due to the 
high level of unemployment and the slow reabsorption 
in war work. 

Ledgers that could not be processed within the week 
were returned to the ledger file in time to meet the 
next weekly claim, since current payment at the old 
rate was considered preferable to late payment. 
When it was necessary to issue one or more payments 
at the old rate, an adjustment check was prepared and 
mailed with the first check at the new rate. If no 
claim was filed after the redetermination was issued, 
the adjustment check was issued before the ledger was 
transferred to the inactive ledger file. 

The job began on February 27, and checks were 
issued at the new rate the same day the act became 
law. Payment of benefits at the increased rate was 
speeded by the fact that virtually all claimants who 
were entitled to the old maximum of $16 became 
eligible for the new maximum of $20. To speed the 
payment of checks at the new rate, the payment unit 
was instructed to issue a $20 check to all $16 claimants 
who had a balance of $40 or more of benefits remaining. 
This permitted the redetermination unit to concen- 
trate during the first few weeks on the recomputation 
of rights for claimants who were drawing less than the 
maximum under the old law, and $16 claimants with 
a balance of less than $40. 

Redeterminations were issued to maximum-rate 
claimants as soon as the balance fell below $40. 
Two-thirds of the claimants receiving redeterminations 
were at the maximum, and most of them had a balance 
of more than $40 when the redetermination process 
began. 

The division of work and the operations of the 
redetermination unit follow: 

First, benefit ledgers were sorted as they left the 
check-writing unit. Ledgers for claimants with the 
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old maximum rate and with a balance of more than 
$40 were returned directly to the ledger files, and ledg- 
ers for claimants with less than the maximum rate or 
with a balance of less than $40 were retained for re- 
determination. 

Name, address, social security number, and local 
office number were then posted onto a special rede- 
termination work sheet which was attached to the 
benefit ledger. 

Since wage data were omitted from the benefit 
ledger cards of persons who qualified for the maximum 
of $16 for 18 weeks under the old law, it was necessary 
to make a special search of the wage-record files for 
this group of claimants to obtain high-quarter earn- 
ings and total base-period earnings. These data were 
posted to the benefit ledger cards so that new benefit 
rights could be computed. 

Next, benefit rights were recomputed by (1) post- 
ing high-quarter earnings and total base-period earn- 
ings from the benefit ledger card to the work sheet; 
(2) determining the new weekly benefit rate and the 
new maximum benefits allowed from conversion tables 
showing weekly rate by high-quarter earnings and 
maximum benefits allowed by total base-period earn- 
ings and posting these amounts on the work sheet; 
(3) subtracting the amount of benefits already paid 
from the new maximum and entering the new bal- 
ance remaining onto the work sheet; and (4) posting 
the new weekly rate, the new maximum benefits al- 
lowed, and the new balance remaining onto the bene- 
fit ledger card. After necessary annotations were 
made, the benefit ledger was returned to the active 
benefit ledger files to await the next pay order. 

Additional data, including industry of last employ- 
ment, old rate, and old maximum, were entered on 10 
percent of the work sheets to be used for research. 

Finally, redetermination notices were typed from 
the work sheet and copies sent to the claimant and to 
his local office. 

The first compensable week in a new period of 
unemployment beginning after February 20 was paid 
at the old rate unless the claimant had the maximum 
benefit rate under the old law and a balance of $40 
or more, but the number of such claims was small 
compared with the active load of nearly 130,000 weekly 
claims. The rights of claimants establishing new bene- 
fit years after February 20 were computed under the 
new formula by the regular determination unit. 

Except for the supervisors, the entire job was done 
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by temporary clerks who were given special training 
under close supervision before a large volume of work 
was attempted. Two shifts were used in order to keep 
pace with the Check Writing Unit which was oper- 
ating in two shifts. 

The usual difficulties of setting up a new operation 
with temporary ‘help were encountered, but, by divid- 
ing the work into a series of short, related steps, the 
job was simplified and the amount of training was 
reduced to a minimum. The most capable workers 
made the actual redetermination of benefit rights, and, 
in general, the less-capable operators were assigned to 
the jobs of sorting ledgers and posting the initial 
entries on the work sheet.—ArTHUR C. WELLMAN, 
Chief, Research Section, Michigan Unemployment Compensa- 
tion Commisston. 


UNEMPLOYMENT COMPENSATION 
ON MAIN STREET 


UP UNTIL NOW, Pulaski County, Ind., hasn’t paid 
a great deal of attention to the unemployment com- 
pensation program. Although in close proximity to 
Indiana’s great industrial belt, the county itself is 
predominantly agricultural, with few industrial estab- 
lishments. Few county business men contributed to 
the unemployment compensation fund, and this rural 
community did not expect to share in the benefits of 
job insurance. Nor did it expect that there would be 
much employment activity there. 

Early in 1942 many “Hoosier” industries shut down 
to clear decks for war production. At the same time, 
completion of construction on huge defense projects 
threw hordes of workers into the unemployed cate- 
gory. In that period Indiana’s unemployment com- 
pensation load jumped 170 percent over the same 


‘period in 1941. Still, Pulaski County didn’t see why 


such “‘goings on” should affect farm folk very much. 

Thus, it was surprising news to one Main Street 
newspaper publisher when he read a release from the 
Indiana Employment Security Division to the effect 
that eligible workers living in Pulaski County had re- 
ceived $2,560 in job insurance in April 1942 and 
$4,957 in March. This was astounding news and 
stimulated a letter to the division director. Wrote the 
publisher: 

“T thought I knew Pulaski County pretty well, but 
I’m forced to admit that $7,500 job-insurance bene- 
fits to residents of this county in 2 months of this year 
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indicates that there is a woodchuck in the woodpile 
whose presence I had not suspected.” 

For the publisher’s information the Employment 
Security Division statistical chief made a detailed 
study of all payments made to Pulaski County resi- 
dents for March 1942. That month was chosen 
because on a State-wide basis it marked the highest 
peak in benefit activity in Indiana since the 1938 
recession. This study showed that 87 individuals 
then residing in the county drew unemployment com- 
pensation checks during March, but the “last em- 
ployer” of only 4 of those individuals had been a 
subject employer doing business in Pulaski County. 
In 56 cases the benefit claimant’s employment had 
been with one of the contractors on the nearby 
ordnance project. The balance of Pulaski’s unemploy- 
ment insurance recipients had been laid off by 
employers in the other Indiana towns. Pulaski bread- 
winners apparently had drifted to widely scattered 
sections of the State in their search for jobs. 

However, they kept their Main Street addresses, 
so that 343 unemployment compensation checks came 
to Pulaski County during March. In other words, 
unemployment compensation (on earnings outside 
the county) pumped $4,957 into the stream of a small, 
agricultural county’s business. 

Main Street, of course, suffered its share from the 
jolt of America’s readjustment as the country hastened 
to prepare for Pearl Harbor’s revenge. Joe Doaks 
left home, found a job in a booming industrial center 
or on defense-project construction. Then, when Joe 
lost his job he came trouping home to Pulaski County. 
But instead of returning home “stoney broke,’ here 
was Joe fortified with job insurance to keep him going 
while Indiana plants got ready to reopen on a war- 
time schedule. 

That’s the story behind the cold statistics of unem- 
ployment compensation payments in Pulaski County 
during the chaotic month of March 1942. 

The division director summed it up when he replied 
to Main Street’s publisher: 

“It looks to me as if Pulaski County owes the unem- 
ployment compensation program a vote of thanks. 
A lot of money entered your good farming community 
during the off season that never would have found its 
way there had it not been for our program.”— 
KENNETH HARLAN, Information Service, Indiana Em- 
ployment Security Division. 
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EDUCATION OF 
A CLAIMANT 


IN JANUARY 1942 New York State inaugurated a 
more systematized program of interviewing to give 
claimants a thorough understanding of their rights 
and obligations under the unemployment insurance 
law. The heart of the program is the complete 
original-claim interview. ‘This consists of two parts: 
(1) The application interview, which takes place at 
the time a claimant files an original claim; and (2) 
the benefit-rights interview, conducted by the claims 
examiner when the claimant first appears in the office 
after his statement of earnings has been received or as 
soon thereafter as conditions permit. 

The purpose of the application interview is to learn 
whether the claimant seems to have benefit rights 
sufficient to justify filing a claim, and against what 
State the claim should be filed; to assist him in pre- 
paring and filing a claim; and to secure his statement 
of earnings as speedily as possible by making sure 
the claim is compleve, correct, and legible. At the 
conclusion of this interview the claimant is given a 
copy of a pamphlet, Information for Employees on Un- 
employment Insurance, with instructions to read it, and 
is told that at an early date he will be questioned as 
to his knowledge of its contents. 

The purpose of the benefit-rights interview is to 
assure that claimants have a practical understanding 
of their rights and obligations under the unemploy- 
ment insurance law, and to obtain all information 
bearing on the validity of the claim. The claimant is 
informed that the benefit-rights interview has been 
arranged in order that we may be sure he understands 
his rights and obligations under the unemployment 
insurance law. The statement of earnings is explained 
to him, and he is advised that should he discover an 
error or omission or disagree in any way with the 
statement, he may request a hearing within 20 days 
from the date the statement is issued (the appeal period 
under the New York law). He is told when he may 
expect to receive a benefit check and the total number 
of checks he may be entitled to during the period in 
which he meets the requirements of being unemployed, 
ready, willing, and able to work. 

He is questioned on the pamphlet, Information for 
Employees on Unemployment Insurance, which was given 
to him when he filed the original claim. If it appear 
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from his answers that he is adequately informed, no 
instruction is given. However, if he indicates that he 
has not read the pamphlet or seems to lack adequate 
knowledge of his rights and obligations, he is given 
instruction. 

The essential points which are covered with a 
claimant in this interview are (1) earnings while 
reporting, (2) availability and capability, (3) strike, 
lock-out, or industrial controversy, (4) misconduct, 
(5) misrepresentation, (6) refusal of an offer of em- 
ployment, (7) voluntary quitting, and (8) reporting 
requirements. Covering these points thoroughly with 
each claimant permits more exhaustive probing of 
conditions surrounding the claims than has otherwise 
been possible either in the customary interviews which 
are made upon the acceptance of original claims or in 
the all too brief certification interviews that frequently 
result from the extreme pressure of handling large 
numbers of claimants in short periods. 

Although this program has been in operation for 
only a short time, favorable comments have been 
received in sufficient numbers from the field to indi- 
cate that it is well worth the effort and that it will 
become increasingly effective as time goes on. The 
claimants have enthusiastically accepted it, since it 
gives them an insight into the technical side of unem- 
ployment insurance.—CaRLYLE E. MounTEEr, Di- 
rector, Claims Bureau, New York Division of Placement and 
Unemployment Insurance. 


SPOTTING © 
FRAUDULENT CLAIMS 


THERE HAS BEEN considerable controversy since 
the inception of unemployment insurance as to what 
constitutes adequate procedures to prevent fraud and 
yet permit the payment of benefits to all eligible claim- 
ants. During the early stages of the administration of 
unemployment insurance fraud detection was hamp- 
ered by the fact that procedural practices were going 
through a trial and error period. In addition, devel- 
opment of a comprehensive plan of special individual 
tests for ability and availability was retarded because 
there were few jobs to offer. 

Since Pearl Harbor, however, all this has changed. 
We now have a task to perform that demands the 
utilization of the potential work abilities of all our 
people. In Oregon there is a great demand for people 
with certain skills and it is necessary to find recruits 
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to learn new skills. The shift from peacetime to war- 
time jobs ties in very closely with the unemployment 
insurance program. 

Unemployment insurance was designed to insure 
individuals against the risk of unemployment, due to 
conditions beyond their own control. 

Under the Oregon act individuals who are able to 
work and available for work may qualify for benefits. 
In addition, certain disqualifications have been writ- 
ten into the act for individuals who leave work under 
specific conditions such as voluntary quit, discharge 
for misconduct, labor dispute, and the like. These 
disqualifications are not for indefinite periods since 
individuals will be paid unemployment insurance 
when the penalty period has expired if they are able 
and available for work. 

Because of the probable administrative expense of 
keeping check on 50,000 or more individual claimants 
involving several million dollars in benefits each year, 
the problem required careful analysis. This agency 
has attempted to place emphasis on certain types of 
claimants. Two categories require special attention: 
(1) Individuals who are working while attempting to 
draw unemployment insurance, and (2) individuals 
who are unemployed voluntarily. 

Claimants in the first group are detected by com- 
paring wage records of employers with reports made 
by the claimants. In order to locate claimants in 
the second group, the Oregon agency in 1940 adopted 
a plan of segregating certain types of claimants for 
special investigation. Under the plan, when the 
initial or additional claim is filed, the claimant is 
questioned and required to state the reason for separa- 
tion from his last employment, and what he has done 
in the intervening period since he last received unem- 
ployment insurance. If he has lost his job because 


' there was no longer work on that specific job to be 


done, he is presumed to be eligible for unemployment 
insurance benefits without further questioning. If the 
worker left his job for any other cause, or did not 
work since last receiving benefits, he is closely ques- 
tioned by the use of standardized questionnaires in 
order that the deputy may be aided in determining 
the claimant’s ability to work and availability for 
work. Claimants who leave work for causes other 
than lack of work fall into a few general classifications, 
such as “‘voluntary quit,” “discharge for misconduct,” 
“labor dispute,”’ and others. These groups in turn 
may be further broken down into “quit to be 
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married,” “quit to stay at home,” “‘quit to enter other 
enterprise,’ “quit to move to another locality,” etc. 

By following this procedure when claims are filed, 
approximately one-fifth of the claims are segregated 
for additional checking. In addition we are able to 
concentrate directly on certain groups which in the 
past frequently violated eligibility requirements. Such 
groups included women who quit to be married with 
no further intention of working, and persons who 
entered self-employment and continued to collect 
unemployment benefits. 

Beginning early in 1942 an attempt was made to 
strengthen the eligibility test for individuals who 
claim benefits for 4 consecutive weeks. Inasmuch as 
Oregon has need for individuals in many industries, 
it is now believed that 4 consecutive weeks of unem- 
ployment is ample time for most workers to find 
employment in their regular line of work or some 
related industry. Following such periods of unem- 
ployment, emphasis is placed on secondary skills and 
the directing of such individuals to employment 
officers for special counsel and referral to jobs for 
which they may be qualified. 

Thus, by focusing attention on certain types of 
claimants, it has been possible to control general or 
widespread violation of the eligibility provisions of 
the law by particular classes of workers. 

Basically there has been no change in the applica- 
tion of tests of eligibility in Oregon. However, by 
using precedents established by the courts, as well as 
by referees throughout the last 4 years and by taking 
advantage of the present labor situation with its 
variety of available jobs, we have had a good oppor- 
tunity to test the willingness of the worker to accept 
employment.—J. J. GALLAGHER, Supervisor of Benefits, 
Oregon Unemployment Compensation Commission. 


RHODE ISLAND’S 
HEALTH MEASURE 


IN PASSING the Cash Sickness Compensation Act, 
Rhode Island has taken a step forward in setting up 
a program for giving approximately 350,000 workers 
protection against hazards of unemployment due 
either to illness or economic causes. 

The program, which will be supervised by the Unem- 
ployment Compensation Board, differs in significant 
respects from many of the health-insurance plans which 
have been instituted in Europe. The cash!payments to 
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workers will range from $6.75 to $18 a week, but the 
plan does not provide for medical care or treatment. 

The new act will cover all workers now included in 
the unemployment compensation system. Under its 
provisions, thousands of persons who were formerly 
disqualified because they were not able to and avail- 
able for work will be compensated after April 1, 1943, 
for unemployment caused by illness. 

One of the groups to be aided by the program will 
be the expectant mothers. In the past, the proper 
handling of compensation cases involving pregnant 
women has been extremely difficult. Under the new 
set-up, such women will be eligible for cash sickness 
benefits during periods when they could not meet the 
unemployment compensation requirements of being 
able and available for work. It is expected that the 
payments to be made in the future will enable many 
low-income families to provide more satisfactory 
maternity care. However, the duration of benefit 
payments, as in the State’s unemployment compensa- 
tion plan, will depend upon the worker’s past earn- 
ings record. 

Streamlined procedures have been set up by the 
Rhose Island board for the collection of contributions 
to the fund, which are kept separate from those of the 
unemployment compensation system. The contribu- 
tions to both funds, however, are reported on the same 
form, cutting to a minimum the additional work re- 
quired by subject employers. To the extent feasible 
similar plans are being developed to avoid duplica- 
tion of effort in other procedures and operations 
common to both the unemployment compensation 
and sickness compensation programs. 

The experience of insurance companies handling 
accident and health insurance has been drawn upon 
by the board in establishing procedures to be fol- 
lowed so that adequate steps will be taken to detect 
and prosecute any attempts at fraud. 

The cost of maintaining the program will be met 
by employee contributions of 1 percent of the first 
$3,000 in wages received from an employer during a 
calendar year. Prior to June 1, 1942, workers covered 
by the Unemployment Compensation Act paid to the 
fund 1% percent of their wages up to the $3,000 
maximum. This contribution was reduced to 0.5 
percent in a companion bill to the Cash Sickness 
Compensation Act, making the cost to the employee 
for both types of protection no greater than that 

(Continued on p. 29) 
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THE FUTURE OF UNEMPLOYMENT 


Against 
Post-War 
Collapse 


W. O. HAKE 


Executive Director, Tennessee 
Unemployment Compensation Division 


THE UNEMPLOYMENT COMPENSATION pro- 
gram in the United States has had a short history to 
date, but it has been a period replete with many diffi- 
cult problems. This vast program to protect our 
working population against the insecurity of involun- 
tary unemployment became a reality almost overnight. 
Yet, at the time when benefit paymerts first became 
payable in many of the States (January 1938), we had 
just experienced one of the sharpest declines in em- 
ployment in our history. With a flood of claims 
pouring in on the agencies, it was necessary to revise 
administrative organization and procedures almost 
daily in order to effect an efficient program of pay- 
ment. We had much to learn, and experience proved 
to be a good teacher. 

Now we are engaged in the most gigantic effort any 
nation ever made to arm and prepare itself for war. 
Changes which have already occurred in the major 
economic trends of the late thirties point to an ex- 
traordinary transformation in the structure of our 
economy. The tremendous drive to strengthen our 
armed forces, as well as those of our allies, has had 
repercussions on the unemployment compensation 
program. 

Statistics concerning unemployment compensation 
operations already indicate the nature of some of these 
changes. For example, 37.5 million workers earned 
wages in covered employment in 1941 compared with 
only 32 million in 1940. Pay rolls in 1941 expanded 
so greatly that $1,000,000,000 was collected by State 
unemployment compensation agencies—the largest 
amount ever collected in a calendar year. At the 
same time, only $344,000,000 was paid in benefits— 
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34 percent less than in 1940. Hence, funds available 
for payment of unemployment compensation were in 
excess of $2,500,000,000 on December 31, 1941, and 
over $2,900,000,000 at the end of July 1942.! The 
extraordinary gains in employment throughout the 
country raised the covered employment from 50 
percent of all employment in 1940 to 53 percent in 
1941. Insured wages increased likewise from 66 per- 
cent in 1940 to 70 percent of all wages and salaries 
in the United States in 1941. Striking changes in 
Employment Service operations were also recorded. 
The creation of millions of new jobs in war industries 
contributed largely to the making of 2.2 million more 
placements in 1941 than in 1940, for a total of 7.5 
million—the largest annual volume in the history of 
the Service. 

All these data point to the fact that we are rapidly 
gearing our productive capacity, our labor and our 
machines, our land and our capital for total war. 
Instead of making the usual peacetime consumer 
goods, our economy will be given over largely to the 
production of armament, battleships, guns, airplanes, 
ammunition, and all the other accoutrements of war. 

We know, however, that although our national in- 
come is rising, we are not increasing the real income of 
the Nation as we would measure it in peacetime. 
More ships and guns, more planes and tanks actually 
mean less clothing and food, and little durable con- 
sumer goods. With our national debt likely to reach 
the enormous total of $200,000,000,000, with virtually 
every person engaged in the supreme effort of winning 
the war, with universal rationing imminent, with rigid 
price controls, with extraordinary high levels of taxa- 
tion, and with universal draft for military service, it is 
clear that we will experience drastic changes in our 
way of life. Every living American, as well as genera- 
tions yet unborn, is bound to be challenged to the 
limit to meet the trials imposed by this tragic conflict. 

To employment security administrators this means 
that we should not only streamline our agencies to 
cope with the present emergency, but we must also 
consider now what steps we should take to prepare 
for the shock of the post-war readjustment period. 
The conversion of our wartime economy to a peace- 
time basis may in many respects present even more 
difficult problems than we are confronted with now. 

1 From figures compiled as of January 26 and August 21, 1942. 
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In time of war the national psychology aids greatly 
in the accomplishment of the stated objectives; our 
patriotism spurs us on to almost unlimited effort. 
But with the return of peace and probable widespread 
unemployment, we must accomplish objectives with- 
out the spur that accompanies war. 

We can anticipate certain post-war developments. 
As I have already suggested, the conversion of our war 
economy to a peacetime basis can result in the greatest volume 
of unemployment we have ever known in this country. Statis- 
tical data already cited indicate that millions of addi- 
tional workers have been brought under the coverage 
of the unemployment compensation system. Is it 
reasonable to assume that the bulk of these additional 
workers in our war-production effort will find jobs 
quickly in peacetime occupations? Wages have risen 
sharply, which means that weekly benefit amounts will, 
on the average, be much higher when unemployment 
occurs within our insured population. We know, too, 
that post-war depression unemployment is likely to result in 
much longer average duration periods and that a much higher 
proportion of claimants will exhaust their accumulated job- 
insurance benefits. 

All this implies that exceedingly heavy drains are 
likely to be made on unemployment compensation 
funds during the period immediately following the 
conclusion of the war. It is, of course, difficult to 
say what limits constitute solvency in respect to unem- 
ployment compensation funds. Unemployment can 
be a minor problem in a community or in the country 
as a whole; or it can be a national calamity. The 
risk of unemployment is all pervasive and catas- 
trophic. According to good insurance practice, this 
type of risk can only be carried on the basis of ade- 
quate reserves to provide against the sharp deviations 
from what might be considered the norm. 

This is precisely the time, when employment and 
pay rolls are expanding, that State agencies should 
make every effort to increase their reserves. These 
reserves constitute the first bulwark of protection 
against the immediate shock of the cessation of war 
expenditures and declining employment. A grave 
responsibility must rest upon employment security 
administrators to maintain reserve funds at high levels. 
Proposals to reduce accruals to the reserve funds on 
the ground that they are not needed now are naive 
when considered in the light of the large volume of 
unemployment which is certain to occur with the 
conclusion of the war. To enter the post-war period 
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with relatively low reserves is to invite disaster. Just 
as a great dam stores its millions of water acres during 
abundant rainfalls against inevitable drought, so our 
systems must store away tremendous reserves in these 
times of heavy contributions to withstand the inevi- 
table flood of post-war unemployment. 

Another factor of great importance in the post- 
war period relates to the adequacy of the benefit 
formulas. Do our formulas at present provide the 
full measure of protection which unemployed workers 
should have a right to expect? Are waiting periods 
of reasonable length? Are minimum weekly payments 
for total unempioyment sufficient to keep the unem- 
ployed worker out of the breadline during his period 
of compensable unemployment? Are the maximum 
duration periods for payment long enough in the light 
of our experience to date? What about the unem- 
ployed worker who has earned sufficient wage credits 
to qualify for receipt of benefits, but who is not 
eligible because of illness? 

There can be no denying the fact that some State 
formulas are still deficient in terms of the adequacy 
of the protection they afford claimants. In this con- 
nection, it should be recognized that proposals for 
liberalization of a given formula should be reviewed 
in relation to the size of reserves and further in respect 


_ to certain minimum bases of adequacy. Thus, if a 


State formula already provides, say, a 1-week waiting 
period, a reasonable minimum weekly benefit amount 
for total unemployment (not less than $5) a uniform 
duration period of not less than 16 weeks in a benefit 
year (preferably 18 or 20 weeks), reasonable require- 
ments with respect to minimum qualifying wage 
amounts, and equitable provisions pertaining to dis- 
qualifications, then emphasis in that State may well 
be directed primarily to the accumulation of reserves. 

If such State, however, is lagging in establishing 
reasonably adequate standards, then it has a twofold 
task at present: (1) To liberalize its formula, and (2) 
to accumulate as large reserves as possible. 


Summing Up 

Thus during the post-war period we may reasonably 
anticipate: 

1. A large volume of unemployment resulting from 
the reconversion of our war economy back to a peace- 
time basis. Along with this we will very likely 
experience a considerable increase in the average 
weekly benefit amount because of wartime wage 
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levels. Much longer periods of payment on the average 
may be anticipated. Moreover, a much greater propor- 
tion of claimants will qualify for payments, and a greatly 
increased percentage of them will exhaust their benefit 
rights. This will cause the heaviest drains on the unem- 
ployment compensation funds thus far experienced. 

2. Public demand for liberalization of the benefit 
formula during the period of widespread unemploy- 
ment may be expected to become powerful. Not only 
will there be demands for liberalization of the bene- 
fit provisions, but legislation will probably be enacted 
to provide for some type of health and disability 
insurance. In general, we may expect to see a wide 
extension of social insurance. 

3. The return of our economy to a peacetime basis 
will also cause the “‘economic” stranding of many 
wartime communities. This condition will be partic- 
ularly acute in those areas where large concentrations 
of war-production workers are now located. The 
problem will be especially complex in those areas 
where a large proportion of the workers have come 
from outside the State. It is likely that, due to 
transportation difficulties and changed economic 
conditions, many of these workers will be unable to 
return to their home communities. Unless peacetime 
industries can be established in these war communi- 
ties to afford an economic livelihood we may expect 
shifts in our population. The problem of interstate 


benefits will become tremendously difficult. More- 
over, the problem of vocational retraining and 
replacement will become most serious, especially as 
applied to the discharged armed forces. 

4. The return of millions of soldiers to peacetime 
pursuits will, in itself, create many difficult problems. 
Their assimilation into peacetime pursuits may take 
a long time. Judging from experience after World 
War I, this is a process of years, and we must remem- 
ber that the present conflict is on a much vaster scale 
than World War I. Many soldiers will file claims for 
benefits. Are we preparing now to extend the 
protection of the unemployment compensation system 
to them quickly and effectively in order to “‘tide them 
over” while they are finding once more their places in 
our economic system? 

5. Finally, we will be confronted with many difficult 
administrative problems during the post-war era. 
The work of the unemployment compensation phase 
of the program will again be highlighted. It will be 
the job of employment security administrators to 
demonstrate that they have planned carefully and 
well for the peace effort. They must be prepared for 
the huge drains on the funds by accumulating as large 
reserves as possible; every effort should be made to 
reduce cost compatible with efficient administration. 
The unemployment compensation program should be 
strengthened in order to make it reasonably adequate. 


THE RECORD BOOK—AN EFFICIENT TOOL 


The Ohio employment security agency has now completed a 
year’s experience with the use of claimants’ record books. These 
books record benefit rights as determined by the agency, the 
weekly claim visits, benefit payment, and the balance remaining 
to the claimant’s credit. The books have reduced the burden 
of local-office record keeping and have given the claimants not 
only a handy record of benefit status but keep before them the 
regulations and procedures for dealings with the agency. 

A worker filing a compensable claim goes through practically 
the same transaction as though he were drawing money from 
the bank. At the local employment office, he signs a claim 
which we might compare to a withdrawal slip, and a corre- 
sponding entry is made in his book. The withdrawal slip or 
claim is forwarded to the central office of the agency where a 
warrant is drawn and mailed to the worker. As in most 
accounting systems, the bookkeeping is done at the central 
office level. There is no extra work on the part of the local 
office. An audit of the transactions as to accuracy and com- 
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pleteness is exercised by each claimant in a manner similar to 
that of a customer of the bank. Each transaction with the 
claimant is carefully recorded in his book whether or not such 
transaction calls for the payment of benefits. This means that 
the particular status of each claimant is known to himself and is 


' recorded in such a method that he can review it at any time. 


Advantages to the administrative agency have been numerous 
and not the least of these has been a reduction in the number of 
claimants’ inquiries concerning their claims. Also, there is a 
reduction in the number of records duplicated at the local 
office and central office levels. 

It was believed at one time that loss by claimants of their 
record books would render the system unworkable. However, 
after a test of one year’s operation involving the issuance of 
182,000 books to as many individuals, the loss ratio has been 
less than one-half of one percent. In the event of loss, the book 
and all entries is easily duplicated by the central office of 
the agency. 
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What’s on Your Mind? 





This column welcomes questions, suggestions, ideas 
from local, State, and regional employees, on problems 
of employment service or unemployment compensation. 
Send them to THE Query Post, EMPLOYMENT 
Security Review, Bureau of Employment Se- 
curity, Washington, D. C. 











1 Is it feasible to get farmers to stagger the plant- 
* ing of crops so that harvesting can take place in 
rotation, thus assuring steady work for farm labor? 


Yes, to some extent. Many farmers are now doing 
so. However, many factors are involved in delayed 
planting, such as, type of crop, length of season, insect 
and disease control, climate, and soil. Understanding 
of these factors requires an educational program which 
is the joint responsibility of the County Agent, the 
State Department of Agriculture, and the U. S. De- 
partment of Agriculture. While all inquirers should 
be directed to the appropriate agency, the local office 
can frequently act in an advisory capacity, indicating 
how much, and what kind of labor will be required 
under various rotation plans, and to what extent it 
will probably be available. 


2 (a) Are oral trade questions a direct measure of 
* the applicant’s skill in an occupation? 
(b) Can apprentices and helpers answer oral trade 
questions as well as can experts in the occupation? 
(a) No. The oral trade questions indicate the extent 
of an applicant’s trade knowledge, which is assumed 
to have been acquired as a result of actual work 
experience in the occupation. 
(b) No. Each set of oral trade questions for an 
occupation is carefully standardized in such a way that 
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most experts can answer most of the questions, whereas 
the majority of apprentices and helpers can answer 
only a few of the questions. 


3 What are the advantages of the pooled 
* interview? 


(a) It facilitates the transfer of workers from one 
area to another; 

(b) It conserves time by bringing employers and 
workers together at one time and in one place; 

(c) It widens the employer’s field of choice and 
eliminates unnecessary travel by the applicant; and 

(d) It promotes a more orderly labor market. 


4 When a local office has need for an aptitude 


* test-battery which is not available there, what 
shall be done? 


The local office should submit a request for the 
aptitude-test battery, through channels, to the State 
Occupational Information Section which in turn will 
transmit the request to the Regional Office. This 
request should be accompanied by a copy of the Job 
Specification and a statement indicating the type and 
number of workers needed and the approximate date 
when the referrals are to be made. The Regional Occu- 
pational Analyst will determine which of the aptitude- 
test batteries will meet the particular local office need. 

If an aptitude-test battery has not yet been de- 
veloped to meet the local office need, the State 
Occupational Information Section should survey the 
possibility of conducting a study in the plant from 
which the employer order was received. If that is 
not practicable, and if the study cannot be arranged 
elsewhere in the State, then the Regional Office should 
examine the feasibility of making the study in other 
States in the Region. If that fails, Washington head- 
quarters will determine whether the study can be 
conducted in another region. 
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5 What are the promotional and transfer opportu- 
* nities for USES field personnel for service in 
Washington, regional offices, or other States? 


By far the vast majority of the technical positions in 
the Washington and regional offices are held by per- 
sons who have had previous epxerience in State and 
local offices. For many positions State or local office 
experience is essential; in many others, while not 
essential, it is highly desirable. Washington and 
regional offices are continuously on the alert for 
employees of outstanding ability. Efforts are always 
made to recruit State and local office personnel who 
have the necessary qualifications for specific vacancies. 

Opportunities for transfer to other States are some- 
what restricted and based largely on the initiative of 
the employee concerned and the availability of a 
suitable vacancy. Problems arise from differing pay 
scales, State promotional policies, and the insecurity 
which may result under the State merit system when 
the Employment Service is returned to the States. 

Just now there is no simple, formal procedure by 
which the qualifications of employees are readily 
available to the State, regional, or Washington offices. 
Until such time as mass formalized procedures are 
established, promotional opportunities are likely to 
be greatest for (1) those employees whose work is so 
outstanding that their capabilities are well known to 
their superiors; (2) those employees who take the 


initiative in requesting transfers to other offices; and 
(3) those employees who have passed U. S. Civil 
Service examinations for departmental service in 
Washington. 


6 Why was it necessary to increase Federal em- 
* ployee retirement deductions from 3) percent 
to 5 percent of basic salary? 


The bill of Jahuary 24, 1942, amending the Civil 
Service Retirement Act, provides for broadening the 
coverage of the act; introduces more flexible age and 
service requirements for optional retirement; increases 
annuities for employees in the middle and higher 
salary brackets; establishes a higher rate of employee 
contributions, which ultimately will increase the 
amount of annuity; provides a uniform age for auto- 
matic retirement for all except a few minor groups; 
provides deferred annuities for employees separated 
from the service after 5 years’ employment. 

The automatic retirement age for those who have 
served at least 15 years—formerly set at age 65 or 62 
for two-thirds of the covered workers—is made uni- 
form at 70 years for practically all employees; however, 
provision is made for voluntary retirement at the full 
annuity between ages 62 and 70 after 15 years’ service, 
or from age 60 after 30 years’ service, and for volun- 
tary retirement at 55 after 30 years’ service on a 
reduced annuity. 
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(Continued from p. 6). 

is performing one of its major functions, the collection 
of contributions, by determining the amount of de- 
linquency that exists. Promptness in the payment of 
benefits can be measured by the time lapse between 
the week of unemployment and the date of benefit 
payment. From such statistics yardsticks are being 
developed indicating the range of operating results 
within which it may be said that State agency methods 
are adequate for the full payment of benefits when due. 
These measures are necessarily being worked out with 
State agencies. 

The State agencies and the Board, working together 
in the performance of their respective assignments in 
the unemployment compensation program, can in- 
sure maximum efficiency and economy in the ad- 
ministration of that program within its present frame- 
work. Unless they work together, neither can 
accomplish that result. 
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(Continued from p. 24) 

formerly contributed for unemployment compensa- 
tion alone. It is estimated that the funds available 
for payments on April 1, 1943, will be approximately 
$3,500,000. 

. An indication of the benefits which will be received 
by the workers, after serving a 1-week waiting period, 
is given in the following examples which are based 
upon the assumption of year-round employment: 

If a worker earned $20 for 50 weeks within the 
base year, he would be entitled to a check for $13.50 
for 15 weeks and one for $2.50 for the sixteenth week. 

If his earnings averaged $25 a week for the same 
period, the benefits would be $18 for 14 weeks and 
$3.75 for the fifteenth week.—ArtTuurR P. Patt, Labor 
Representative, Rhode Island Unemployment Compensation 
Board. 
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TIGHT LABOR MARKETS 


©. P. A. 
Pegs Rents 


This is the third of a series of articles deal- 
ing with auxiliary aids to recruitment. 


“HOT BEDS!” How can workers sleep in them, 
turn in a good day’s work, and stay on the job? 

USES offices everywhere are confronted with this 
problem today. In the jargon of war industry, “hot 
beds” are beds slept in by three successive shifts of 
workers. They never get a chance to “cool off,” and 
each renter pays the full per diem rate for his 8-hour 
use. Caused by the necessity of tripling up in indus- 
trial areas to avoid excessive rents, this type of expen- 
sively unsanitary makeshift breaks down worker 
morale and eventually causes them to migrate from 
place to place, seeking homes in keeping with their 
incomes. The consequences are serious: (1) A high 
labor turn-over with consequent losses in war pro- 
duction; (2) necessity for continuous recruitment by 
the employment offices; and (3) a general complicating 
of the recruitment problem, since workers are reluc- 
tant to come into an area where living costs are re- 
ported to be high and accommodations unsatisfactory. 

In many defense areas, local offices have been forced 
to recruit hundreds of workers in addition to an 
employer’s actual needs, in order to assure replace- 
ments for the workers who quit. One establishment 
with a working force of 9,800, estimated that approx- 
imately 300 workers were hired within a 30-day period, 
mainly to replace workers who had quit their jobs. 
This area reported that more than 1,060 people left 
the community during the same period. Inability to 
find decent housing at fair prices was given as the 
main cause for most of the labor turn-over. 

This acute housing situation dates back to the in- 
creased demand for housing which arose with employ- 
ment in defense centers beginning as early as October 
1939. 

Housing was needed by in-migrants as well as by 
workers whose improved incomes afforded them the 
opportunity to live in better homes. As a result, 
rental vacancies in most defense areas soon began 
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EASED BY RENT CONTROL 


to disappear and those which were left were to be 
had only at premium prices. Even those workers 
who were once adequately housed found their rents 
sky-rocketing, and evictions increasing to make way 
for the newly arrived defense worker who was sure 
to pay well for almost any kind of accommodation 
because he had to sleep somewhere in order to work 
at his new job. Reports from shipbuilding centers, 
among the first to register heavy labor demands, 
indicated acute housing shortages accompanied by 
excessive rent costs as early as September 1940. 


Rental Trend Upward 


Rental trends in more than 230 defense localities 
surveyed and charted through the services of the 
Bureau of Labor Statistics and the Division of Re- 
search of the WPA showed rental housing vacancies 
in most of the areas to be negligible because of several 
factors. In addition to the in-migrant defense work- 
ers, families of officers and enlisted men had moved 
to areas near military posts, thus creating a drain on 
available housing. Expanded employment in the 
defense areas had raised the economic status of many 
families and created new family units through in- 
creased marriages, and thereby created further hous- 
ing demands. Meanwhile, increased construction 
costs as well as priorities on most building materials 
had begun to curtail new housing construction. 

These surveys also revealed that the index rise in 
the total rent bill (October 1939 = 100) for selected 
defense areas with populations over 50,000 was 10 
points or more, as contrasted with only an average 
3-point rise for 34 large metropolitan areas. This up- 
ward movement was a reflection of increases in such 
war production areas as Buffalo, Detroit, Baltimore, 
Mobile, and Cleveland. 

The rent increase in defense centers with less than 
50,000 population was particularly large, since there 
were few vacant dwellings even at the beginning of 
in-migration. In these communities defense activity 
brought an almost immediate and complete upheaval 
of previous rent levels. In some areas rents increased 
as much as a hundred percent. Thus, the need for 
rent control was easily seen and the Government was 
confronted with the problem of not only stabilizing 
rents but of even reducing them if labor recruitment 
was to function effectively. 
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Ceiling for Rents 


The Office of Price Administration, by authority 
of the Emergency Price Control Act of 1942, began 
the task of rent control early in 1942. OPA chose 
the rent ceiling method, under which the rent- 
control authority chooses a date at which rents are 
generally pegged for the duration, or as long as there 
is no free rental market, with allowance for the ad- 
justment of hardship cases, to both landlord and 
tenant. If a tenant for some reason was paying an 
exorbitant rent on the ceiling date, then he may 
appeal for a decrease. 

In order for this method to be fully effective, rent 
ceiling dates should be fixed to correspond with the 
date when the impact of the defense program was first 
felt. In most defense areas this would mean pegging 
rents in the spring or fall of 1940. Although the lack 
of statutory authority prevented OPA from establish- 
ing rent control sooner, rent ceiling dates could be 
more effective if based upon the initial movement of 
workers into an area. As is illustrated in the case of 
Charleston, S. C., a recent survey for that area states: 

“The housing situation is acute enough to make it 
difficult to keep skilled men brought in from other 
areas. . . . Rents are still far beyond most 
people’s ability to pay, since the ceiling, fixed at 
March 1, 1942, already represented from 25 to 50 
percent boost over 1941, and in some cases almost 
100 percent.” 

Charleston is a shipbuilding center whose first con- 
tract dates back at least to the fall of 1941. Significant 
in-migration began at the same time and exorbitant 
rent increases also became noticeable then. There- 
fore, a fair maximum rent date in this instance should 
have predated the beginning of in-migration. 


“Defense-rental areas” established 


On March 3, 1942, Price Administrator Leon Hen- 
derson, announced his first official action to bring 
down inflated rents in defense areas. Twenty groups 
of communities in 13 States were designated as 
“‘clefense-rental areas” and put on formal notice that 
they had 60 days in which to restore rents to proper 
levels. The Administrator recommended that rents 
be put back to where they were on April 1, 1941, for 
most of the areas. For other areas, July 1 and Jan- 
ary 1, 1941, was recommended as a proper level for 
rent reductions. Rentals of housing accommodations 
constructed or substantially remodeled since the 
“maximum rent date’? were to be adjusted so as not 
to be greater than rents charged for comparable 


November 1942 


accommodations in the area on the “maximum rent 
date.” Federal regulation was threatened if State or 
local action was not taken to bring rents down to the 
proper levels. 

In each of the 20 defense-rental areas named, the 
Price Administrator had found that— 

1. An acute shortage of housing accommoda- 
tions was caused by one or more of the following 
factors: (a) increased employment reflecting ex- 
pansion of war activities; (b) influx of production 
workers and their families; (c) influx of the families 
of military or naval personnel. 

2. Substantial and widespread increases in 
rents had occurred, affecting most of the rental 
housing accommodations, with the result that 
rents prevailing in the area were not generally 
fair and equitable. 

3. New construction in the area by private in- 
dustry and by the Government had not been 
sufficient to restore a normal rental market for 
housing accommodations. 

The text of the maximum rent declarations for each 
of the “‘defense-rental areas’ followed the same gen- 
eral pattern as outlined below: 

A. Designation.—The area is named the “Akron 
Defense-Rental Area” and defined to include 
the town of Akron as well as the surrounding 
counties or townships included in the labor market 
area. 

B. Necessity.—The necessity for the stabilization 
and reduction of rents for the defense-rental area. 
This generally indicates the results of housing and 
rental surveys based primarily on the movement 
of workers into the area. 

C. Recommendations—The Price Administrator 
has ascertained and given due consideration to 
the rents prevailing within the area at the time 
when rents were considered normal and therefore 
recommends the maximum rent date accordingly. 

D. Maximum rent regulation.—If within 60 days 
after issuance of the declaration, rents have not 
been adjusted in accordance with the recom- 
mendations, the Price Administrator may issue 
an order to establish rents, within the designated 
area at the ceiling level. 

E. Effective date—The designation and rent 
declaration is made effective usually as of the 
date of issuance. 

Up to September 1942, 396 defense-rental areas had 
been designated by the Price Administrator and given 
60 days to adjust rents to the proper levels. 
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On May 27, 1942, Mr. Henderson ordered housing 
rents reduced in the 20 defense-rental areas desig- 
nated on March 2. With this action, Federal control 
of rents for every type of housing accommodation in 
the 20 areas became effective with rents payable for 
the month of June. The 20 areas located in 13 States 
embrace a population of 9,000,000 persons, and are 
among the Nation’s most important war production 
and military training areas. Area offices to enforce 
the rent regulations constituted Federal control of 
residential rent for the first time in the history of the 
country. The terms of the order were definite and 
complete, and fixed the maximum rent dates for 14 
of the areas at April 1, 1941, for 4 others at January 
1, 1941, and the 2 remaining areas at July 1, 1941. 

Since May 1942 189 defense-rental areas have been 
brought under Federal control by order of the Price 
Administrator. The red tape which accompanied the 
complicated rent-control procedure after the last war 
is almost completely absent from the present rent- 
control regulations. Area directors have been named 
for each area when brought under Federal control. 
The services of the area office are available to land- 
lord and tenant alike to explain the rights and duties 
of each. 

Federal rent control as of October 1 covered 
areas in which 50,000,000 people live. Already sub- 
stantial decreases have resulted in the total rent bill 
for many of these communities. A recent report from 
the Office of Price Administration states: 


Rents in 66 of the areas where Federal rent control became 
effective were rolled back to January 1, April 1, or July 1, 1941. 
In these instances very substantial reductions in rent were 
effected by the issuance of the maximum rent regulation. The 
magnitude of these decreases may best be seen by a sample of 
the Bureau of Labor Statistics indexes of rents paid by wage 
earners and lower salaried workers. As of July 15, 1942, reports 
were available from 14 large cities where Federal rent control 
has been effective. In Birmingham, Mobile, Norfolk, and 
Seattle indexes fell more than 10 points. In Baltimore, Cleve- 
land, and Detroit, indexes dropped more than 5 points. In 
Chicago, Buffalo, Philadelphia, Pittsburgh, San Francisco, 
Savannah, and St. Louis, where the maximum rent date was 
March 1942, the reduction, although smaller, was within a frac- 
tion of a point of rents prevailing on the maximum rent date, 
The reduction effected in these controlling cities reduced the 
general index of rent for 34 cities by 2 points since March 1942. 


While the direct effect which Federal rent control 
has had upon the labor market cannot be stated in 
such concrete terms at this time, a portion of a letter 
written by a Midwestern manufacturer can be cited: 
**. , . it would be hard to believe that there could 
be a place as different as this. By control of rents you 
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have in a great measure guaranteed to us completion 
of this project . . .” Definitely we can say that 
rent control has been a beneficial deterent, in that 
it has prevented the labor market situation, tight as it 
is, from becoming even tighter. 


The Office of Price Administration, in administer- 
ing rent-control laws, utilizes the labor-market data 
furnished by the United States Employment Service. 
Where there is a tight labor market with probabilities 
of in-migration, and resultant rises in rents, OPA takes 
action to control rents. For example, such action has 
been taken in Baltimore, Detroit, Mobile, Washing- 
ton, and numerous other stringent areas. 


x <* * 


As we go to press the Government has extended 
its rent-control program to embrace practically the 
entire urban population of the country. 


Orders reducing and stabilizing rents on November 
1 for all living quarters of 97 more defense-rental areas 
are being issued immediately. Rents are being cut 
back to the levels prevailing last March 1 in all of the 
areas except one—Orlando, Fla., where the maximum 
rent date is being moved back to October 1, 1941. 


The orders will bring under Federal control the 
residential rents in every large city in America with 
the exception of New York City. In New York 
despite a substantial number of housing vacancies 
consideration is being given to development of 
administrative techniques to provide rent protection 
for tenants. 








A condensed and current edition of Employment Security 
Memorandum Number 18, Labor Scarcity and Labor Mar- 
ket Policy Under an Armament Program in Germany and 
Great Britain, appears in the October 1942 issue of the 
SOCIAL SECURITY BULLETIN. This report traces the devel- 
opment of labor market policy under the German and 
British armament program in the face of progressively 
increasing scarcity of labor. 
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NEXT MONTH—‘Womanpower in the War.” The 
EMPLOYMENT SECURITY REviEW for December looks at 
the problem of mobilizing women for the production 
front; estimates the need for women and analyzes the 
supply; draws guidance from European experience, 
and points to American trends. Local offices will 
contribute home-front aspects of the problem. 
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